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2.  Need  for  regulation.  The  issuance 
of  a  marketing  agreement  and  order  for 
Central  Illinois  and  the  proposed  amend¬ 
ments  to  the  tentative  marketing  agree¬ 
ment  and  order  for  the  Suburban  St. 
Louis  order  (to  be  redesignated  the 
Southern  Illinois  order)  will  tend  to  ef¬ 
fectuate  the  declared  policy  of  the  Act. 
Marketing'  conditions  throughout  the 
entire  proposed  territory  to  be  regulated 
are  such  that  the  purposes  of  the  Act 
will  be  served  by  regulation  of  such  terri¬ 
tory  or  parts  thereof  under  these  orders 
with  appropriate  division  of  the  territory 
between  the  orders. 

A  primary  purpose  of  a  Federal  order 
Is  to  assure  orderly  marketing  conditions 
for  milk  of  producers.  This  is  accom¬ 
plished  by  establishing  minimum  prices 
to  be  paid  by  handlers  according  to  the 
use  made  of  the  milk. 

Dairy  farmers  delivering  milk  to  plants 
within  the  proposed  area  to  be  regulated 
are  substantially  identified  with  the 
market  While  these  producers  have 
some  assurance  of  an  outlet  for  their 
milk,  they  nevertheless  are  confronted 
with  a  threat  of  Instability  which  would 
be  reduced  under  order  regulation. 

Without  regulation  the  specific  prob¬ 
lems  confronting  such  producers  in¬ 
clude: 

(1)  Lack  of  assurance  that  In  bargain¬ 
ing  for  a  price  they  will  receive  returns 
commensurate  with  the  value  of  their 
milk. 

(2)  Possible  loss  of  market  due  to  the 
incentive  of  handlers  to  seek  out  other 
supplies  on  a  temporary  basis  at  lesser 
price. 

Dairy  farmers  who  are  at  a  greater 
distance  from  the  proposed  area  who 
supply  handlers  have  even  less  assurance 
of  a  stable  connection  with  the  market 
without  regulation. 

The  availability  of  alternative  supplies 
is  a  substantial  factor  weakening  the 
bargaining  position  of  local  producers. 
The  development  of  supply  sources  at  a 
distance  from  the  proposed  area  has 
come  about  also  because  the  supply  pro¬ 
duced  locally  is  not  sufficient  for  han¬ 
dlers’  needs. 

Many  of  the  handlers  in  the  area  to  be 
regulated  rely  on  additional  milk  sup¬ 
plies  from  sources  mainly  in  Wisconsin 
and  Minnesota  to  supplement  local 
milk  received  from  nearby  producers. 
Some  of  these  more  distant  milk  supplies 
represent  available  milk  which  is  surplus 
to  the  fluid  milk  requirements  of  other 
markets  and  are  only  incidentally  asso¬ 
ciated  with  the  Illinois  areas  proposed 
for  regulation.  Further,  it  is  possible  for 
handlers  procuring  supplemental  milk  in 
the  regions  of  denser  milk  production  in 
Wisconsin  and  Minnesota  to  shift  from 
source  to  source  on  an  opportunity  basis. 
This  is  not  conducive  to  stability  of  the 
market,  nor  does  it  tend  to  assure  a  regu¬ 
lar  and  dependable  supply  of  pure  and 
wholesome  milk.  This  is  true  because  in 
the  absence  of  a  Federal  order  with  spec¬ 
ified  shipping  requirements  for  pool  par¬ 
ticipation,  the  suppliers  of  such  supple¬ 
mental  milk  are  under  no  requirement  to 
make  a  dependable  supply  of  milk  avail¬ 
able  for  the  Illinois  markets. 


Under  these  circumstances  the  specific 
market  oondltions  which  obtain  in  the 
market  and  reflect  Instability  are  as 
follows: 

Dairy  farmers  delivering  to  the  sub¬ 
stantial  number  of  plants  operated  by 
presently  unregulated  proprietary  han¬ 
dlers  in  the  two  markets  have  had  little 
or  no  opportunity  to  bargain  for  their 
milk  prices.  The  methods  of  payment  for 
milk  in  the  area  proposed  for  regulation 
lack  uniformity  and  thus  reflect  the  par¬ 
ticular  bargaining  situation  of  individual 
groups  of  producers  and  handlers.  Many 
of  the  handlers  with  unregulated  facil¬ 
ities  pay  producers  "on  a  flat  price  basis 
which  usually  shows  little  variation  from 
month  to  month.  Such  flat  prices  have 
not  been  related  to  the  use  made  of  milk, 
and  are  often  closely  related  to  blended 
prices  paid  producers  delivering  to  nearby 
Federal  order  markets  such  as  Chicago, 
Quad  Cities-Dubuque,  and  the  Suburban 
St.  Louis  market.  A  Bloomington,  Ill., 
handler  for  example  testified  that  he  set 
his  price  on  a  flat  price  paid  by  another 
unregulated  handler  at  Decatur,  Ill.  In 
the  past  the  Bloomington  handler  has 
related  his  pricing  to  Chicago  and  Peoria 
producer  prices.  Other  handlers  pay 
prices  which  are  very  often  related  to  the 
flat  prices  paid  by  their  nearest  competi¬ 
tor. 

Since  most  of  these  plants  buying  on  a 
“flat  price  basis”  are  using  a  relatively 
high  percentage  of  their  milk  in  fluid 
milk  products,  producers  receive  less  than 
the  full  utilization  value  for  their  milk. 
The  resulting  pay  prices,  in  many  cases, 
are  below  the  level  of  prices  contemplated 
by  the  Act. 

Grade  A  milk  from  other  markets 
which  is  brought  in  to  supplement  local 
supplies  of  producer  milk  is  in  some  in¬ 
stances  priced  higher  than  prices  paid 
for  the  regular  supply  of  producer  milk. 
In  other  instances,  particularly  during 
months  of  flush  production,  milk  from 
sources  in  Wisconsin  and  Minnesota 
would  be  available  at  prices  only  slightly 
above  the  value  of  such  milk  for  manu¬ 
facturing  purposes.  For  the  most  part, 
however,  the  existence  of  surplus  milk 
supplies  to  the  north  has  tended  to  exert 
a  downward  pressure  on  the  level  of 
prices  paid  Illinois  producers  and  to 
make  more  difficult  attempts  by  many 
producers  to  bargain  effectively  for  their 
prices. 

The  orders  herein  recommended  will 
tend  to  effectuate  the  declared  policy  of 
the  Act  by  assisting  in  the  establishment 
and  maintenance  of  orderly  marketing 
conditions,  and  thus  provide  the  basis  for 
insuring  an  adequate  and  dependable 
supply  of  milk  for  consumers.  The  prin¬ 
cipal  measures  to  be  employed  for  this 
purpose  are: 

(1)  The  determination  of  minimum 
prices  to  producers  at  levels  contem¬ 
plated  under  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended: 

(2)  The  establishment  of  uniform 
pricing  to  handlers  for  milk  received 
from  producers  according  to  a  classified 
pricing  plan  based  upon  the  utilization 
made  of  the  milk; 

(3)  An  impartial  audit  of  handlers’ 
records  of  receipts  and  utilization,  to 


insure  uniform  prices  for  milk  pur¬ 
chased; 

(4)  A  means  for  insuring  accurate 
weights  and  testa  of  milk; 

(5)  Uniform  returns  to  producers 
supplying  the  market  and  an  equitable 
sharing  by  all  producers  of  the  lower 
returns  from  the  sale  of  reserve  milk; 
and 

(6)  Marketwide  information  on  re¬ 
ceipts  and  sales  and  other  data  relating 
to  milk  marketing  in  the  area. 

Findings  and  Conclusions  on  Scope  and 
Terms  op  Central  Illinois  Order 


3.  (a)  Scope  of  regulation.  It  is  nec¬ 
essary  to  designate  clearly  what  milk 
and  which  persons  would  be  subject  to 
the  various  provisions  of  the  order.  This 
is  accomplished  by  providing  specified 
definitions  to  describe  the  area  Involved, 
and  to  describe  the  category  of  persons, 
plants,  and  milk  products  to  which  the 
applicable  provisions  of  the  order  relate. 

Marketing  area.  The  marketing  area 
for  Central  Illinois  should  include  all  the 
territory  within  the  Illinois  counties  of: 


Cass. 

Ford. 

Fulton. 

Knox. 

Livingston. 

Marshall. 

Mason. 


McDonough. 

Peoria. 

Stark. 

Tazewell. 

Warren. 

Woodford. 


Such  marketing  area  would  encompass 
all  territory  within  the  above  mentioned 
counties  together  with  all  municipal  cor¬ 
porations  therein  and  all  institutions 
owned  or  operated  by  the  Federal,  State, 
county,  or  municipal  governments  lo¬ 
cated  wholly  or  partially  within  such 
counties. 

The  total  population  of  the  proposed 
Central  Illinois  market  is  approximately 
600,000.  Greater  Peoria  and  Pekin  com¬ 
bined  have  a  population  slightly  in  excess 
of  150,000.  Other  cities  in  the  area  in¬ 
clude  Galesburg  with  a  population  of 
about  40,000,  and  Canton,  Macomb,  and 
Monmouth,  each  with  a  population  in 
excess  of  10,000. 

The  sanitary  regulations  applicable  to 
Grade  A  milk  produced  for  fluid  distri¬ 
bution  throughout  the  proposed  market¬ 
ing  area  are  patterned  after  the  U.S. 
Public  Health  Ordinances  and  Code.  The 
State  regulations  provide  minimum 
standards  which  are,  for  the  most  part, 
adopted  by  all  local  health  authorities  in 
the  proposed  marketing  area.  Thus, 
milk  meeting  the  sanitary  requirements 
of  the  State  of  Illinois  is  acceptable  for 
distribution  in  such  cities  as  Peoria  and 
Pekin.  The  similarity  of  health  stand¬ 
ards  and  reciprocity  among  health  de¬ 
partments  throughout  the  13 -county 
area  will  permit  free  movement  of  fluid 
milk  products  throughout  the  proposed 
marketing  area. 

The  extent  of  the  marketing  area 
adopted  herein  conforms  closely  to  the 
sales  areas  of>  plants  which  would  be 
fully  regulated  by  the  order.  Nearly 
all  of  the  major  distribution  areas  of 
handlers  to  be  regulated  would  be  within 
the  regulated  area.  Further,  in  every 
part  of  the  marketing  area,  handlers  to 
be  regulated  presently  have  the  major- 
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lty  of  Class  I  sales.  The  other  sales  in 
the  marketing  area  are  made  by  handlers 
regulated  under  other  Federal  orders,  in¬ 
cluding  Quad  Cities-Dubuque.  Rock 
River  Valley,  Chicago  (now  terminated) 
and  Suburban  St.  Louis  orders.  Only  a 
small  percentage  of  fluid  milk  products 
to  be  sold  in  the  proposed  marketing  area 
would  be  by  plants  located  outside  the 
marketing  area  and  not  subject  to  reg¬ 
ulation  under  a  Federal  order. 

Two  of  the  major  handlers  in  the  mar¬ 
ket  are  located  in  Peoria,  Ill.,  and  an¬ 
other  in  Pekin  which  is  about  10  miles 
south  of  Peoria.  These  three  handlers 
account  for  nearly  75  percent  of  the  total 
Class  I  sales  in  Peoria  and  Tazewell 
Counties  where  the  greatest  concentra¬ 
tion  of  population  in  the  marketing  area 
is  located.  These  three  handlers  also 
have  over  60  percent  of  the  Class  I  sales 
in  the  surrounding  counties  of  Stark, 
Knox,  Marshall,  Mason,  and  Woodford. 
The  major  sales  areas  of  these  handlers 
also  extend  into  Fulton,  Warren,  and 
McDonough  Counties  where  their  distri¬ 
bution  accounts  for  40  percent  or  more 
of  the  total.  Sales  of  these  handlers  as 
well  as  sales  of  handlers  to  be  regulated 
under  the  proposed  Southern  Illinois 
order,  and  sales  by  other  regulated  han¬ 
dlers  are  expected  to  constitute  the  ma¬ 
jority  of  sales  in  these  latter  three  coun¬ 
ties.  Local  handlers  in  these  three 
counties  who  would  become  regulated  are 
located  at  Canton,  Macomb,  and  Mon¬ 
mouth.  All  of  these  counties  must 
necessarily  be  included  in  the  regulated 
area  to  assure  orderly  marketing  condi¬ 
tions  for  milk  to  be  regulated. 

Cass  County  also  should  be  included  in 
the  Central  Illinois  marketing  area. 
Forty  percent  or  more  of  the  Cass  County 
sales  are  made  by  a  handler  at  Peoria 
who  will  be  regulated  under  the  proposed 
Central  Illinois  order.  These  sales  ex¬ 
ceed  those  of  a  local  handler  located  at 
Beardstown,  Ill.,  who  is  the  only  handler 
located  in  the  county.  Other  sales  in 
the  county  are  made  largely  by  the  han¬ 
dler  at  Pekin  and  by  handlers  who  will  be 
regulated  under  the  expanded  area  for 
the  Southern  Illinois  order.  Since  the 
county  is  more  closely  associated  with  the 
proposed  Central  Illinois  order  than  with 
the  adjoining  Southern  Illinois  order,  it 
should  be  included  in  this  marketing  area. 

Menard  County,  located  directly  east 
of  Cass,  is  more  closely  associated  with 
area  proposed  for  the  Southern  Illinois 
market  than  this  market.  The  handler 
at  Champaign,  Ill.,  whose  plant  would 
be  regulated  under  the  Southern  Illinois 
order,  estimates  that  his  plant  accounts 
for  50  percent  or  more  of  the  total  county 
sales.  In  addition,  the  proponent  co¬ 
operative,  which  serves  Menard  County 
from  its  plants  at  Carlinville  and  Quincy, 
estimates  that  it  accounts  for  about  36 
percent  of  the  total  county  sales.  The 
greater  proportion  of  such  sales  originate 
at  the  Carlinville  plant  which  is  regulated 
by  the  Suburban  St.  Louis  order.  Since 
Southern  Illinois  regulated  handlers  will 
account  for  about  80  percent  of  the  total 
sales,  Menard  County  should  be  added  to 
the  Southern  Illinois  marketing  area. 

The  proposed  Central  Illinois  order 
should  not  be  extended  to  include  the 


seven  western  counties  of  Adams,  Brown, 
Hancock,  Henderson,  Pike,  Schuyler,  and 
Scott  Counties.  The  record  does  not 
provide  a  sufficient  basis  for  extending 
regulation  to  these  counties.  Dairy 
farmers  delivering  to  some  six  handlers 
with  plants  located  in  Quincy  presented 
no  testimony  as  to  the  need  or  desirability 
of  extending  regulation  to  include  this 
area.  Dairy  fanners  supplying  other 
handlers  selling  in  these  counties  also  did 
not  support  the  inclusion  of  these  coun¬ 
ties.  The  plants  previously  referred  to 
as  located  in  counties  to  be  regulated  have 
only  a  minor  share  of  the  sales  in  these 
counties. 

A  large  part  of  the  sales  in  these 
counties  are  made  by  the  plant  of  a  co¬ 
operative  at  Quincy.  This  cooperative 
association,  (me  of  the  proponents  of  the 
Central  Illinois  order,  did  not  support 
inclusion  of  these  counties.  Its  plant 
accounts  for  significant  percentages  of 
the  total  county  sales  in  five  of  the  west¬ 
ern  counties  as  follows:  Adams,  30  per¬ 
cent;  Brown,  50  percent;  Hancock,  40-50 
percent;  Pike,  35  percent;  and  Scott,  50 
percent. 

Adding  these  counties  to  the  market¬ 
ing  area  would  extend  regulation  to 
handlers  whose  sales  are  mainly  in  these 
counties  or  areas  outside  the  proposed 
regulation.  If  Brown  County  were  added 
to  the  marketing  area,  at  least  two 
presently  unregulated  milk  dealers  with 
plants  at  Quincy,  Ill.,  could  become  regu¬ 
lated.  A  similar  situation  would  result 
if  Hancock  County  were  added  to  the 
marketing  area.  This  would  involve  two 
Quincy  handlers  and  at  least  two  han¬ 
dlers  in  Iowa.  Henderson  County,  which 
has  a  population  of  only  8,000,  if  in¬ 
cluded  would  likely  involve  three  Iowa 
handlers  whose  marketing  situation  and 
distribution  is  not  clear  on  the  record. 
If  Pike  County  were  added  to  the  market¬ 
ing  area,  three  of  the  Quincy  handlers 
could  become  regulated.  At  least  one 
Iowa  handler  also  has  sales  in  this 
county.  The  same  situation  would  be 
true  of  Schuyler  and  Scott  Counties.  In¬ 
clusion  of  any  one  of  these  counties  would 
involve  handlers  whose  major  business 
appears  to  be  in  areas  only  incidentally 
associated  with  the  Central  Illinois 
market  at  this  time. 

It  is  concluded  that,  on  the  basis  of  this 
record,  the  Central  Illinois  marketing 
area  not  include  the  western  counties  of 
Adams,  Brown,  Hancock,  Henderson, 
Pike,  Schuyler,  and  Scott. 

Certain  other  counties  located  in  north 
and  northeast  Illinois  which  were  pro¬ 
posed  for  regulation  should  not  be  in¬ 
cluded  in  the  Central  Illinois  marketing 
area.  These  are  the  counties  of  Bureau, 
La  Salle,  and  Putnam. 

In  Bureau  County  sortie  30  percent  of 
the  sales  are  made  by  unregulated  han¬ 
dlers  whose  plants  are  located  within  the 
three  counties  of  Bureau,  La  Salle,  and 
Putnam.  Only  17  percent  of  the  county 
sales  are  made  by  handlers  who  will  be 
regulated  by  the  Central  Illinois  order. 
Approximately  52  percent  of  the  sales 
are  made  by  two  Chicago  market  han¬ 
dlers,  a  Rock  River  Valley  handler  and 
two  Quad  Cities-Dubuque  regulated 
handlers. 


La  Salle  County  is  served  by  5  local 
handlers  who  would  only  become  regu¬ 
lated  if  these  3  counties  are  added.  These 
handlers  account  for  about  24  percent  of 
the  La  Salle  County  sales.  About  63  per¬ 
cent  of  the  county  sales  are  being  made 
by  Chicago  market  handlers.  Only  13 
percent  of  the  sales  are  by  handlers  who 
will  be  regulated  under  the  Central  Illi¬ 
nois  and  Southern  Illinois  orders.  In 
Putnam  County  only  20  percent  of  the 
sales  are  made  by  handlers  who  would 
otherwise  be  regulated  by  this  order. 

Of  the  5  northeastern  counties  pro¬ 
posed  by  handlers  to  be  added  to  the  Cen¬ 
tral  Illinois  marketing  area  (Ford, 
Grundy,  Iroquois,  Kankakee,  and  Living¬ 
ston)  only  the  counties  of  Livingston  and 
Ford  should  be  added  to  the  Central  Bli- 
nois  marketing  area. 

In  Livingston  County,  handlers  who 
will  be  regulated  under  the  Central  Illi¬ 
nois  and  the  proposed  Southern  Illinois 
order  account  for  58  percent  of  the  coun¬ 
ty  sales.  Of  the  58  percent,  39  percent 
would  be  made  by  Central  Illinois  han¬ 
dlers  and  19  percent  by  handlers  to  be 
regulated  by  the  proposed  Southern  Illi¬ 
nois  market.  The  remainder  of  sales  in 
this  county  would  be  accounted  for  by 
Chicago  market  handlers  (handlers  pre¬ 
viously  regulated  under  the  Chicago  Fed¬ 
eral  order). 

In  Ford  County,  the  percentage  of  total 
sales  made  by  Central  and  Southern  Illi¬ 
nois  handlers  would  amount  to  approxi¬ 
mately  83  percent,  with  about  52  percent 
being  made  by  Central  Illinois  handlers 
and  about  31  percent  by  Southern  Illi¬ 
nois.  The  remaining  sales  in  Ford  Coun¬ 
ty  would  likewise  be  accounted  for  by 
Chicago  market  distributors. 

Distribution  in  the  counties  of  Grundy, 
Iroquois,  and  Kankakee  is  primarily  by 
Chicago  market  handlers.  These  han¬ 
dlers  account  for  approximately  55  per¬ 
cent  of  the  sales  in  Grundy  County, 
whereas  handlers  to  be  regulated  by  the 
proposed  Central  and  Southern  Illinois 
orders  account  for  only  about  15  percent 
of  the  total  county  sales.  The  remaining 
30  percent  is  made  by  local  handlers.  In 
Iroquois  County,  Chicago  market  han¬ 
dlers  account  for  43  percent  whereas 
Central  and  Southern  Illinois  handlers 
account  for  42  percent.  The  remainder 
is  accounted  for  by  two  unregulated  han¬ 
dlers.  In  Kankakee  County,  Chicago 
market  handlers  have  61  percent  of  the 
sales  with  Central  and  Southern  Illinois 
handlers  accounting  for  only  14  percent. 
Local  handlers  account  for  the  remain¬ 
ing  distribution  in  both  counties.  Since 
Chicago  handlers  have  the  greater  pro¬ 
portion  of  sales,  these  counties  should  not 
be  included  in  the  proposed  regulations 
for  either  Central  or  Southern  Illinois. 

Although  some  of  the  route  distribu¬ 
tion  of  handlers  to  be  regulated  extends 
beyond  the  boundaries  of  the  counties 
proposed  for  regulation,  it  is  neither 
practical  nor  reasonable  to  extend  the 
regulated  area  to  cover  all  of  a  handler’s 
route  disposition.  Nor  is  it  necessary 
to  do  so  to  accomplish  effective  regula¬ 
tion  under  the  order.  The  marketing 
area  herein  proposed  is  a  practicable  one 
in  that  it  will  encompass  a  substantial 
percentage  of  the  fluid  milk  sales  of 
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most  handlers  to  be  regulated  and  result 
In  only  a  minimum  of  such  sales  being 
made  outside  of  the  proposed  marketing 

area. 

All  producer  milk  received  at  regu¬ 
lated  plants  must  be  made  subject  to 
classified  pricing  under  the  order  re¬ 
gardless  of  whether  it  is  disposed  of 
within  or  outside  the  marketing  area. 
Otherwise  the  effect  of  the  order  would 
be  nullified  and  the  orderly  marketing 
process  would  be  jeopardized. 

If  only  a  pool  handler’s  “in-area” 
sales  were  subject  to  classification,  pric¬ 
ing  and  pooling,  a  regulated  handler 
with  Class  I  sales  both  inside  and  outside 
the  marketing  area  could  assign  any 
value  he  choee  to  his  outside  sales.  He 
thereby  could  reduce  the  average  cost  of 
all  his  Class  I  milk  below  that  of  other 
regulated  handlers  having  all,  or  sub¬ 
stantially  all,  of  their  Class  I  sales  within 
the  marketing  area.  Unless  all  milk  of 
such  a  handler  were  fully  regulated 
under  the  order,  he  in  effect  would  not 
be  subject  to  effective  price  regulation. 
The  absence  of  effective  classification, 
pricing  and  pooling  of  such  milk  would 
disrupt  orderly  marketing  conditions 
within  the  regulated  marketing  area  and 
could  lead  to  a  complete  breakdown  of 
the  order.  If  a  pool  handler  were  free 
to  value  apportion  of  his  milk  at  any 
price  he  chooses,  it  would  be  impossible 
to  enforce  uniform  prices  to  all  fully 
regulated  handlers  or  a  uniform  basis  of 
payment  to  the  producers  who  supply 
the  market.  It  is  essential,  therefore, 
that  the  order  price  all  the  producer  milk 
received  at  a  pool  plant  regardless  of 
the  point  of  disposition. 

Limited  quantities  (as  provided)  of 
Class  I  milk  may  be  sold  within  the  regu¬ 
lated  marketing  area  from  plants  not 
under  any  Federal  order.  There  is,  of 
course,  no  way  to  treat  such  unregulated 
milk  uniformly  with  regulated  milk 
other  than  to  regulate  it  fully.  Never¬ 
theless,  it  has  been  concluded  that  the 
application  of  “partial”  regulation  to 
plants  having  less  association  than  re¬ 
quired  for  market  pooling  would  not 
jeopardize  marketing  conditions  within 
the  regulated  marketing  area.  Official 
notice  is  taken  of  the  June  19,  1964,  de¬ 
cision  (29  F.R.  9002)  supporting  amend¬ 
ments  to  several  orders,  including  the 
Suburban  St.  Louis  order. 

The  operator  of  the  partially  regu¬ 
lated  plant  1s  afforded  the  options  of:  (1) 
Paying  an  amount  equal  to  the  differ¬ 
ence  between  the  Class  I  price  and  the 
uniform  price  with  respect  to  all  Class 
I  sales  made  in  the  marketing  area;  (2) 
purchasing  at  the  Class  I  price  under 
any  Federal  order  sufficient  Class  I  milk 
to  cover  his  limited  disposition  within 
the  marketing  area;  or  (3)  paying  his 
dairy  farmers  an  amount  not  less  than 
the  value  of  all  their  milk  computed 
on  the  basis  of  the  classification  and 
pricing  provisions  of  the  order  (the  lat¬ 
ter  representing  an  amount  equal  to  the 
order  obligation  for  milk  which  is  im¬ 
posed  on  fully  regulated  handlers). 

While  all  fluid  milk  sales  of  the  par¬ 
tially  regulated  plant  are  not  necessarily 
priced  on  the  same  basis  as  fully  regu- 
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lated  milk,  the  provisions  described  are, 
however,  adequate  under  most  circum¬ 
stances  to  prevent  sales  of  milk  not  fully 
regulated  (pooled)  from  adversely  af¬ 
fecting  operation  of  the  order  and  the 
fully  regulated  milk. 

In  the  course  of  the  operation  of  the 
orders  the  question  may  arise  as  to  ter¬ 
ritory  within  the  boundaries  of  the 
designated  marketing  areas  which  is  oc¬ 
cupied  by  government  (municipal.  State, 
or  Federal)  reservations,  installations, 
institutions,  or  other  establishments  and 
whether  such  territory  shall  be  con¬ 
sidered  as  within  the  marketing  areas. 
So  there  will  be  no  doubt  as  to  the  mean¬ 
ing  or  the  intent  of  the  marketing  area 
definition  of  the  orders,  it  is  provided 
that  the  marketing  areas  shall  include 
any  territory  wholly  or  partly  within  the 
area  which  is  occupied  by  government 
(municipal.  State  or  Federal)  reserva¬ 
tions,  installations,  institutions,  or  other 
establishments. 

Producer.  The  term  “producer” 
should  include  dairy  farmers  who  reg¬ 
ularly  provide  Grade  A  milk  to  pool 
plants  for  fluid  consumption.  Accord¬ 
ingly,  the  definition  of  “producer”  should 
distinguish  between  those  dairy  farmers 
who  produce  milk  in  compliance  with  the 
Grade  A  inspection  requirements  of  a 
duly  constituted  health  authority  and 
those  dairy  farmers  whose  milk  is  other 
than  Grade  A  and  qualified  only  for 
manufacturing  purposes. 

Milk  qualified  for  fluid  consumption  in 
the  proposed  area  is  required  to  be 
produced  in  compliance  with  the  State  of 
Illinois  or  municipal  health  ordinances. 
Also,  milk  approved  by  governmental 
authorities  for  consumption  at  installa¬ 
tions  under  their  supervision  in  the 
marketing  area  should  be  considered  as 
meeting  the  sanitary  requirements  equiv¬ 
alent  to  milk  otherwise  designated  as 
Grade  A. 

The  identification  of  a  dairy  farmer 
as  a  “producer”  should  be  established 
primarily  on  the  basis  of  receipt  of  his 
Grade  A  milk  at  a  plant  which  is  supply¬ 
ing  milk  to  the  market  in  quantities  suffi¬ 
cient  to  be  designated  a  “pool  plant.” 
The  milk  of  the  dairy  farmer  thus  be¬ 
comes  part  of  the  total  supply  which  is 
handled  in  a  manner  that  assures  the 
market  of  an  adequate  and  reliable  sup¬ 
ply  including  a  market  reserve. 

Because  of  variations  in  market  needs 
and  variations  in  production,  not  every 
producer’s  milk  is  needed  every  day  at 
a  fluid  milk  processing  plant.  It  is 
necessary,  however,  that  there  be  a  re¬ 
serve  of  qualified  milk  available  to  fulfill 
the  fluctuating  needs  of  the  market.  At 
any  particular  time,  therefore,  there  are 
dairy  farmers  who  are  part  of  the  regular 
supply  whose  milk  must  be  tempo¬ 
rarily  diverted  out  of  the  market.  Such 
dairy  farmers  who  have  established  a 
regular  association  with  the  market 
should  continue  to  qualify  as  producers 
under  the  rules  described  under  the 
definition  of  producer  milk. 

Handler.  A  handler  definition  is 
necessary  to  identify  those  individuals 
who  handle  the  milk  which  is  subject  to 
regulation.  Such  persons  thereby  incur 


9155 

certain  responsibilities  to  submit  to  the 
market  administrator  reports  of  re¬ 
ceipts  of  milk  and  its  utilization.  Also, 
if  they  receive  producer  milk  they  are 
responsible  for  payment  for  such  milk 
in  accordance  with  its  classified  use 
value. 

As  herein  provided  the  definition 
includes: 

(1)  Any  person  operating  a  pool  dis¬ 
tributing  or  supply  plant; 

(2)  A  cooperative  association  with  re¬ 
spect  to  producer  milk  diverted  from  a 
pool  plant  to  a  nonpool  plant; 

(3)  A  cooperative  association  with  re¬ 
spect  to  milk  for  which  it  assumes  re¬ 
sponsibility  for  delivery  from  farms  to 
pool  plants  in  tank  trucks  owned,  or 
operated  by,  or  under  contract  to  such 
cooperative  association; 

(4)  Any  person  operating  a  partially 
regulated  distributing  plant; 

(5)  Any  person  in  his  capacity  as  an 
operator  of  an  unregulated  supply  plant; 

(6)  Any  person  in  his  capacity  as  an 
operator  of  an  other  order  plant  dis¬ 
posing  of  milk  in  the  marketing  area; 
and 

(7)  A  producer -handler. 

The  specific  responsibility  of  each  type 
of  handler  is  described  in  the  applicable 
order  provisions. 

The  handler  who  receives  milk  from 
producers  at  a  pool  plant  is  responsible 
for  reporting  in  detail  the  quantities  of 
skim  milk  and  butterfat  received  from 
each  producer  and  each  other  source. 
He  is  also  responsible  for  reporting  the 
utilization  of  such  milk.  He  must  make 
payment  to  producers  and  to  the  pro¬ 
ducer  settlement  fund  in  accordance 
with  terms  of  the  order. 

Cooperative  associations  should  be 
handlers  under  the  order  with  respect  to 
milk  of  producers  diverted  to  non  pool 
plants.  In  this  function  the  cooperative 
association  is  responsible  for  reporting 
the  identity  of  each  producer  whose  milk 
is  diverted,  the  quantity  of  milk  and  but¬ 
terfat  for  each  producer,  and  the  dis¬ 
position  of  such  milk. 

In  performing  the  function  of  diver¬ 
sion  under  the  rules  described  in  the 
order,  the  cooperative  association  will  be 
balancing  supplies  according  to  indi¬ 
vidual  handler's  needs,  and  disposing  of 
market  reserves.  In  this  capacity  the 
cooperative  association  should  be  con¬ 
sidered  to  be  the  handler  paying  into  or 
receiving  money  from  the  producer  set¬ 
tlement  fund  so  that  diverted  producers 
may  receive  the  uniform  price.  The  as¬ 
sociation  should  be  responsible  for  the 
administrative  expense  on  this  milk. 

Cooperative  associations  often  take  re¬ 
sponsibility  also  for  delivery  of  milk  from 
producers’  farms  to  regulated  plants. 
Cooperative  associations  in  this  market 
are  able  to,  and  do  provide  such  delivery 
in  tank  trucks.  Each  truckload  of  milk 
would  ordinarily  contain  the  production 
of  several  producers. 

There  are  definite  advantages  to  the 
association  in  this  method  of  handling 
milk.  Primarily,  it  gives  the  associa¬ 
tion  opportunity  to  balance  milk  supplies 
among  the  various  fluid  milk  plants.  In 
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this  way,  it  can  arrange  the  most  eco¬ 
nomical  movement  and  utilization  of  the 
market  supply. 

When  milk  is  picked  up  by  tank  trucks 
under  the  control  of  the  cooperative  as¬ 
sociation  and  milk  of  several  farmers  is 
commingled  in  one  load,  the  coopera¬ 
tive  association  is  In  possession  of  the 
only  information  as  to  the  quantities  of 
milk  from  each  individual  dairy  farmer. 
The  cooperative  association  should  be 
required,  therefore,  to  report  to  the  mar¬ 
ket  administrator  the  quantity  of  milk 
received  from  each  dairy  farmer.  The 
association  should  also  be  responsible 
for  obtaining  samples  at  the  farm  for 
the  purpose  of  butterfat  testing,  and  for 
the  testing  of  such  samples. 

If  the  association  is  assuming  respon¬ 
sibility  for  collection  of  dairy  farmers’ 
milk  in  tank  trucks  and  delivering  such 
milk  from  the  farm  to  pool  plants,  it 
should  be  defined  as  the  handler  on  such 
milk  and  should  notify  the  market  ad¬ 
ministrator  and  the  handler  to  whom  the 
milk  is  delivered  in  writing  prior  to  the 
first  day  of  the  month  in  which  such 
arrangement  is  effective.  For  pricing 
purposes,  the  milk  should  be  considered 
as  received  by  the  cooperative  association 
at  the  location  of  the  plant  to  which 
delivered. 

Another  category  of  handler  is  the  op¬ 
erator  of  a  partially  regulated  distribut¬ 
ing  plant.  Such  plants  do  not  distribute 
sufficient  milk  in  the  regulated  area  to 
qualify  as  fully  regulated  plants  or  are 
not  primarily  engaged  in  fluid  milk  dis¬ 
tribution.  Such  plant  operators  must 
submit  reports  to  the  market  adminis¬ 
trator  so  that  (1)  he  may  ascertain  their 
status  under  the  order  and  (2)  the 
money  obligation,  if  any,  of  such  han¬ 
dler  may  be  established.  These  require¬ 
ments  are  necessary  to  assure  that  the 
orderly  marketing  of  producer  milk  will 
not  be  disrupted. 

The  definition  of  “handler”  should  in¬ 
clude  an  operator  of  a  plant  which  ships 
bulk  milk  to  regulated  plants  in  the 
market,  although  in  quantities  less  than 
sufficient  to  qualify  for  full  regulation. 
Such  a  plant  is  defined  elsewhere  herein 
as  an  “unregulated  supply  plant.”  De¬ 
finding  the  plant  operator  as  a  handler 
will  authorize  the  market  administrator 
to  obtain  reports  from  such  plant  so  as  to 
determine  its  status  under  the  order. 

Also,  a  plant  which  is  regulated  under 
another  order  may  nevertheless  dispose 
of  some  milk  in  this  marketing  area. 
The  operator  of  such  plant  should  be 
defined  as  a  handler  under  this  order, 
although  this  plant  may  continue  to  be 
regulated  under  the  other  order.  This 
will  authorize  the  market  administra¬ 
tor  to  obtain  reports  from  such  plant  to 
determine  its  status  under  the  order. 

“Producer-handler”  should  be  defined 
as  any  person  who: 

(1)  Operates  a  distributing  plant, 
processes  milk  of  his  own  farm  produc¬ 
tion,  and  who  distributes  all  or  a  portion 
of  such  milk  on  routes  in  the  marketing 
area; 

(2)  Receives  no  milk  from  other  dairy 
farmers  or  fluid  milk  products  from  non¬ 
pool  plants;  and 


(3)  Assumes  as  his  personal  enter¬ 
prise  and  risk  the  processing  and  dis¬ 
tribution  of  fluid  milk  products  and  the 
maintenance,  care  and  management  of 
dairy  animals  and  other  resources  nec¬ 
essary  to  produce  his  own  farm  milk 
production. 

In  this  order  producer-handlers  are 
exempt  from  pricing  and  pooling  pro¬ 
visions.  They  should  be  required,  how¬ 
ever,  to  make  reports  to  the  market 
administrator  in  order  that  he  may  de¬ 
termine  whether  the  operator  continues 
to  meet  the  producer-handler  definition. 

The  exemption  from  pricing  and  pool¬ 
ing  of  a  producer -handler  should  be 
limited  to  bona  fide  producer-handlers. 
The  advantage  of  exemption  from  pool¬ 
ing  enjoyed  by  producer-handlers  is  such 
that  some  milk  distributors  attempt  to 
acquire  producer-handler  status  by 
superficial  association  with  the  milk 
production  operation.  Various  business 
arrangements  may  be  used  to  acquire  an 
appearance  of  a  true  producer-handler 
operation.  To  preclude  the  use  of  such 
devices  the  order  should  provide  that,  to 
be  a  producer-handler,  the  maintenance, . 
care  and  management  of  the  dairy 
animals  and  all  other  resources  used  to 
produce  the  milk  as  well  as  the  resources 
required  for  the  distribution  of  the  milk 
are  each  the  personal  enterprise  and  the 
personal  risk  of  the  person  who  claims 
producer-handler  status. 

Hie  primary  source  of  supply  for  pro¬ 
ducer-handlers  is  ordinarily  milk  of  his 
own  production.  If  in  any  case  he  needs 
to  supplement  such  supply,  he  may  pro¬ 
cure  milk  for  Class  I  use  from  pool 
plants. 

If  a  producer-handler  were  permitted 
to  obtain  milk  from  unregulated  sources, 
this  would  allow  him  an  undue  advan¬ 
tage  compared  to  regulated  handlers. 
Other  handlers  Incur  obligations  to  the 
pool  on  unregulated  milk  used  In  Class  I 
disposition,  but  producer-handlers  are 
exempt  from  pooling.  Further,  such  use 
of  unregulated  milk  by  producer -han¬ 
dlers  would  be  inequitable  to  producers. 
It  would  permit  use  in  the  fluid  market 
of  unregulated  milk  without  such  milk 
being  subject  to  the  order’s  allocation 
and  payment  provisions,  which  provide 
proper  apportionment  to  producers  of 
returns  from  Class  I  dispositions. 

The  only  exception  allowable  to  a  pro¬ 
ducer-handler  in  receiving  other  source 
milk  would  be  for  purposes  of  fluid  prod¬ 
ucts  fortification.  Such  receipts  would 
ordinarily  be  in  the  form  of  powder  or 
condensed  milk.  To  safeguard  against 
use  of  such  other  source  receipts  for 
any  purpose  except  fortification,  it  should 
be  provided  that  to  maintain  status  as 
a  producer-handler  such  operator's  Class 
I  disposition  must  not  exceed  his  own 
farm  production  and  receipts  of  fluid 
milk  products  from  pool  plants. 

Plants.  A  plant  definition  is  needed 
to  assist  in  defining  what  operations  are 
subject  to  regulation.  Under  the  plant 
definition  herein  provided,  all  of  the  op¬ 
erations  conducted  on  the  premises  of 
an  establishment  operated  as  a  single 
unit  for  the  purpose  of  receiving  milk 


for  assembly  and  transfer,  or  for  proc¬ 
essing  and  packaging  milk  and  milk 
products  are  operations  of  a  plant.  A 
facility  only  for  transferring  milk  from 
one  tank  truck  to  another  is  not  con¬ 
sidered  to  constitute  a  plant  but  is  de¬ 
fined  in  subsequent  findings  as  a  reload 
point.  Also,  a  distribution  depot  for 
storage  of  packaged  fluid  milk  products 
in  transit  for  route  disposition  should 
not  be  considered  a  plant. 

Pool  plants.  It  is  essential  to  the  op¬ 
eration  of  the  order  to  distinguish  be¬ 
tween  those  plants  substantially  engaged 
in  serving  the  fluid  needs  of  the  order 
market  and  those  plants  which  do  not. 
It  is  of  particular  importance  to  estab¬ 
lish  minimum  performance  standards 
for  plants  which  serve  the  market  in  a 
way,  or  to  a  degree,  that  they  should 
be  included  in  the  market  pool  which 
provides  the  means  of  paying  uniform 
returns  to  all  producers  for  the  market. 
Such  distinction  is  necessary,  for  other¬ 
wise  the  proceeds  of  the  higher  Class  I 
price  for  milk  sold  in  the  fluid  market 
would  be  dissipated  on  milk  acquired  by 
handlers  primarily  for  manufacturing 
purposes.  Such  proceeds  then  would  not 
go  to  the  primary  purpose  of  assuring 
an  adequate  and  dependable  supply  for 
the  fluid  market. 

The  marketing  performance  standards 
also  serve  to  minimize  the  effects  of  reg¬ 
ulation  on  handlers  who  have  only  a 
minor  proportion  of  their  distribution  in 
the  regulated  market.  Such  handlers 
would  be  subject  to  partial  regulation  in 
the  manner  described  in  subsequent  find¬ 
ings  and  conclusions. 

Any  plant,  wherever  located,  may 
qualify  as  a  pool  plant  if  it  meets  the 
marketing  performance  standards  for 
regulation.  These  standards  are  equal 
for  all  plants  performing  the  same  func¬ 
tion.  The  performance  standards  for 
regulation  of  a  plant  are  one  of  the  es¬ 
sential  means  of  assuring  the  regulated 
market  of  adequate  and  dependable  sup¬ 
plies  of  milk.  This  is  accomplished  by 
requiring  that  the  plant  distribute  milk 
in  the  market  or  ship  milk  to  the  market. 

Pool  distributing  plant.  Because  of 
the  difference  in  marketing  practices  and 
functions  between  distributing  plants 
and  supply  plants,  separate  performance 
standards  have  been  provided  for  them. 
A  “distributing  plant”  should  be  defined 
as  a  plant  at  which  fluid  milk  products 
are  processed  and  packaged  and  from 
which  Grade  A  fluid  milk  products  are 
disposed  of  during  the  month  on  route(s) 
in  the  marketing  area. 

To  qualify  as  a  pool  plant,  a  distribut¬ 
ing  plant  would  be  required  to  meet  per¬ 
formance  standards  both  as  to  disposi¬ 
tion  in  the  marketing  area  and  the  pro¬ 
portion  of  the  plant’s  supply  used  in  fluid 
disposition.  As  to  disposition  in  the  mar¬ 
keting  area  the  plant  should  be  required 
to  dispose  of  on  routes  in  the  marketing 
area  not  less  than  10  percent  of  its  total 
receipts  of  Grade  A  milk  from  dairy 
farmers  (including  such  milk  disposed  of 
through  a  distribution  point)  and  Grade 
A  milk  received  directly  at  the  plant  from 
cooperative  associations  in  their  capacity 
as  handlers.  Milk  diverted  by  a  plant 
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operator  is  part  of  the  supply  accounted 
for  at 'the  plant  and  should  enter  into 
the  computation  of  pool  qualification. 
On  the  other  hand,  milk  diverted  from 
the  plant  of  another  handler  by  a  coop¬ 
erative  association,  for  its  account,  should 
not  be  included.  The  plant  operator  may 
have  no  knowledge  or  control  over  the 
quantities  of  milk  diverted  from  his  plant 
by  the  cooperative  association. 

An  alternative  pooling  standard  as  to 
disposition  in  the -marketing  area  would 
be  a  daily  average  during  the  month  of 
not  less  than  7,000  pounds  per  day  of  fluid 
milk  products  on  routes  in  the  marketing 
area.  This  latter  standard  based  on  a 
specified  minimum  volume  of  distribu¬ 
tion  is  identical  to  that  presently  used 
in  the  Suburban  St.  Louis  order.  Pro¬ 
ducers  proposed  that  this  alternative 
standard  also  be  made  a  provision  of  the 
proposed  Central  Illinois  order.  A  plant 
meeting  either  the  7,000  pounds  per  day 
standard  or  the  10  percent  standard  is 
sufficiently  identified  with  the  market  to 
be  pooled  if  it  also  meets  the  fluid  utiliza¬ 
tion  requirement  described  in  subsequent 
findings.  Also  such  a  plant  is  an  im¬ 
portant  competitive  factor  in  the  market 
and  should  be  subject  to  regulation. 
Without  such  a  fixed  figure  for  a  stand¬ 
ard,  a  plant  with  very  substantial  dis¬ 
tribution  in  the  marketing  area  could 
remain  unregulated  if  such  distribution 
was  nevertheless  less  than  10  percent  of 
its  specified  receipts. 

Only  those  plants  primarily  engaged 
in  route  distribution  of  fluid  milk  prod¬ 
ucts  should  be  qualified  as  pool  distribut¬ 
ing  plants  under  this  definition.  The 
plant’s  total  route  distribution  both  in¬ 
side  and  outside  the  marketing  area 
should  be  equal  to  not  less  than  50  per¬ 
cent  of  its  receipts  of  Grade  A  milk  from 
dairy  farmers  and  from  cooperatives  as 
handlers  during  each  of  the  months  of 
August  through  February.  During  other 
months,  route  distribution  should  be 
equal  to  at  least  40  percent  of  such  Grade 
A  receipts.  The  seasonal  change  in  re¬ 
quirements  is  necessary  because  of  the 
seasonal  increase  in  milk  receipts  which 
some  of  the  distributing  plants  must  han¬ 
dle  as  reserve  milk. 

The  above  pooling  standards  for  a  dis¬ 
tributing  plant  are  identical  to  those  pro¬ 
vided  in  the  present  Suburban  St.  Louis 
order.  Since  the  two  markets  are  closely 
associated,  the  use  of  similar  pool  plant 
provisions  will  facilitate  coordination  of 
marketing  of  milk  from  the  same  supply 
areas. 

The  proposal  of  the  eight  cooperatives 
differed  from  the  above.  They  proposed 
that  a  distributing  plant  be  required  to 
have  total  Class  I  distribution  equal  to  50 
percent  of  its  receipts  from  daily  farm¬ 
ers  and  cooperative  associations  every 
month.  This  should  not  be  adopted.  The 
same  proposal  with  respect  to  the  pro¬ 
posed  Southern  Illinois  order  is  also 
denied  in  the  findings  and  conclusions 
in  that  order.  In  the  Southern  Illinois 
order,  the  present  pooling  requirement 
of  50  percent  Class  I  utilization  in  the 
months  of  August  through  February  and 
40  percent  in  other  months  is  continued. 
In  this  market  there  are  several  handlers 
who  will  face  the  problem  of  handling 


much  of  their  reserve  milk  either  in  their 
distributing  plants  or  as  diversions  from 
such  plants.  Without  more  precise  data 
as  to  the  ability  of  such  operators  to  meet 
the  higher  percentage,  it  is  sounder  to 
apply  a  40  percent  requirement  in  March 
through  July. 

Pool  supply  plant.  The  order  should 
also  provide  a  definition  of  “supply 
plant.”  A  supply  plant  would  be  defined 
as  a  plant  from  which  fluid  milk  products 
acceptable  to  the  appropriate  health  au¬ 
thority  for  distribution  in  the  marketing 
area  as  Grade  A  milk  are  shipped  during 
the  month  to  pool  distributing  plant(s) . 

To  qualify  for  pool  plant  status  on  a 
month-to-month  basis,  a  supply  plant 
should  be  required  to  ship  an  amount 
equal  to  50  percent  or  more  of  its  re¬ 
ceipts  of  Grade  A  milk  from  dairy  farm¬ 
ers  and  from  cooperative  associations  as 
bulk  tank  handlers,  to  pool  distributing 
plants  which  have  at  least  50  percent 
Class  I  use  of  the  total  of  such  milk  and 
producer  milk  receipts  during  the  months 
of  August  through  February  and  40  per¬ 
cent  in  other  months.  Any  supply  plant 
meeting  the  shove  requirement  during 
each  of  the  preceding  months  of  August 
through  February  would  be  granted  pool 
status  during  the  following  months  of 
March  through  July  without  specified 
shipments.  Such  pool  status  would  be 
automatic  unless  the  operator  of  such 
plant  notifies  the  market  administrator 
in  writing  before  the  first  day  of  any  such 
month  that  he  desired  to  withdraw  his 
supply  plant  from  pooling.  The  plant 
would  thereafter  be  a  nonpool  plant  un¬ 
til  it  again  met  the  shipping  requirements 
set  forth  above. 

Such  varying  requirements  for  a  sup¬ 
ply  plant  are  appropriate  in  view  of  the 
seasonal  changes  in  production  which 
normally  occur.  While  the  Class  I  re¬ 
quirements  of  the  distributing  plant  to 
which  the  supply  plant  ships  may  remain 
relatively  constant  throughout  the  year, 
milk  receipts  at  both  plants  would  nor¬ 
mally  be  heavier  in  the  flush  production 
months.  To  avoid  uneconomical  trans¬ 
portation,  the  larger  share  of  reserve 
milk  would  normally  be  held  in  the  sup¬ 
ply  plant.  In  this  situation  the  milk  reT 
celved  at  the  supply  plant  is  part  of  the 
market  reserve  supply  which  must  be 
available  to  assure  an  adequate  supply 
for  the  full  year. 

The  supply  plant  standards  adopted 
herein  differ  somewhat  from  those  pres¬ 
ently  in  the  Suburban  St.  Louis  order. 
The  latter  requires  a  supply  plant  to 
ship  50  percent  of  receipts  on  a  month 
by  month  basis,  and  provides  pooling 
without  shipments  in  the  months  of  Feb¬ 
ruary  through  August  if  the  plant  quali¬ 
fied  in  the  preceding  months  of  Septem¬ 
ber  through  January.  Elsewhere  in  this 
decision,  findings  and  conclusions  with 
respect  to  the  Suburban  St.  Louis  order 
adopt  supply  plant  provisions  similar  to 
those  here  adopted  for  Central  Illinois. 

Proponents  of  supply  plant  provisions 
did  not  identify  any  existing  supply 
plants  expected  to  become  fully  regulated 
by  the  Central  Illinois  order.  Although 
one  handler  discussed  supply  plant 
sources,  the  information  provided  was 
not  sufficient  to  indicate  whether  such 


plants  would  qualify  as  pool  supply 
plants.  The  proposal  of  the  eight  coop¬ 
erative  associations  contained  the  high¬ 
est  pool  plant  requirements.  These 
would  have  required  50  percent  of  re¬ 
ceipts  to  be  shipped  in  every  month  ex¬ 
cept  May  and  June.  Such  high  require¬ 
ments  might  impose  extreme  difficulty 
for  a  bona  fide  supply  plant  attempting 
to  qualify  on  a  year  around  basis  and 
should  not  be  adopted. 

A  handler  who  procures  milk  from 
plants  in  Wisconsin  requested  shipping 
requirements  of  60  percent  in  Septem¬ 
ber,  October,  and  November,  50  percent 
in  December.  January,  and  February, 
and  30  percent  in  March,  April,  and  Au¬ 
gust.  The  plant  then  would  be  pooled 
without  shipment  in  May,  June,  and  July 
if  it  qualified  in  prior  months. 

The  supply  plant  standards  adopted 
herein  differ  from  the  handler’s  proposal 
principally  in  requiring  that  the  plant 
qualify  by  actual  shipments  in  August 
as  well  as  the  months  of  September 
through  February  at  a  level  as  high  as  50 
percent  of  receipts.  There  is  no  need 
to  provide  a  smaller  percentage  in  the 
months  of  March  and  April.  During 
these  months,  it  is  very  unlikely  that  a 
new  supply  plant  would  be  needed  in  the 
market.  If  the  market  were  sufficiently 
short  in  these  months  that  an  additional 
supply  plant  were  needed,  such  plant 
would  normally  be  able  to  meet  the  50 
percent  requirement  for  the  month. 

It  is  Intended  that  the  following  quan¬ 
tities  of  Grade  A  receipts  be  Included 
in  the  determination  of  pool  status  for 
a  supply  plant: 

(1)  Direct  receipts  of  Grade  A  milk 
from  dairy  farmers  and  from  a  coopera¬ 
tive  in  its  capacity  as  a  handler  on  bulk 
tank  milk  it  delivers  from  farms  to  the 
plant.  Grade  A  milk  received  at  the 
plant  through  a  reload  point  (described 
in  subsequent  findings)  should  also  be 
included  in  such  receipts;  and 

(2)  Milk  diverted  from  such  supply 
plant  by  the  handler  in  his  capacity  as 
operator  of  such  supply  plant. 

Milk  diverted  from  such  a  supply 
plant  by  a  cooperative  association,  for 
its  account,  should  not  be  Included  in 
Grade  A  receipts  in  measuring  such  a 
plant’s  pool  status  for  the  reasons  pre¬ 
viously  stated. 

Reload  point.  One  reloading  facility 
presently  serving  the  market  is  located 
at  McConnell,  HI.  The  need  for  defini¬ 
tion  of  such  a  facility,  otherwise  termed 
“reload  point,”  so  as  to  differentiate  it 
from  a  supply  plant  was  considered. 

A  reload  point  is  an  assembly  point 
where  milk  from  smaller  farm  tank 
trucks  is  pumped  over  into  larger  over- 
the-road  tankers.  These  tankers  are 
capable  of  traveling  longer  distances 
with  a  larger  pay  load.  The  operation 
of  a  reload  point  is  distinguished  from 
a  supply  plant  in  that  a  reload  point  has 
no  facilities  for  either  receiving,  holding 
or  processing  milk.  Reload  facilities 
are  subject  to  approval  by  health  au¬ 
thorities  for  transfer  of  milk  from  one 
tank  truck  to  another  and  for  the  wash¬ 
ing  of  tank  trucks.  The  Central  Illinois 
order  should  provide  a  definition  of  “re¬ 
load  point”  identical  to  that  contained 
in  the  present  Suburban  St.  Louis  order. 
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Milk  moving  through  a  reload  point 
should  be  priced  as  a  direct  delivery  to 
the  plant.  By  excluding  reload  points 
from  the  supply  plant  definition,  the  def¬ 
inition  of  “reload  point”  will  assure  pro¬ 
ducers  whose  milk  is  assembled  at  dis¬ 
tant  reload  points  and  delivered  directly 
to  plants  in  the  marketing  area  that  they 
will  receive  the  higher  blend  prices  ap¬ 
plicable  at  such  plants. 

Reloading  facilities  may  be  on  the 
premises  of  a  plant  having  equipment  for 
receiving,  cooling,  storing  and  processing 
of  milk.  If  the  plant  equipment  is  in 
current  use,  the  facility  should  be  con¬ 
sidered  a  supply  plant  rather  than  a  re¬ 
load  point,  since  no  distinction  could  be 
made  between  milk  which  is  reloaded  and 
that  which  is  transferred.  One  reload 
point  presently  operated  was  described 
as  being  located  on  premises  of  a  plant 
containing  receiving  and  holding  equip¬ 
ment.  The  holding  tanks,  however,  had 
been  disassembled  and  equipment  at  this 
location  was  not  being  used  for  holding 
or  processing  of  milk  prior  to  its  final 
disposition.  It  was  stated  that  the  fa¬ 
cilities  are  used  only  for  the  transfer  of 
milk  from  one  tank  truck  to  another  and 
for  the  washing  of  such  trucks.  Under 
these  circumstances  the  reloading  fa¬ 
cility  should  not  be  excluded  from  the 
reload  point  definition.  The  order 
should  contain  a  proviso  to  the  effect 
that  so  long  as  such  equipment  is  not  in 
current  use,  the  facility  may  be  consid¬ 
ered  a  reload  point. 

Plants  subject  to  other  orders.  At 
times  a  plant  qualifying  as  a  fully  regu¬ 
lated  distributing  plant  under  this  order 
may  similarly  qualify  under  another  or¬ 
der.  Most  orders  provide  that  a  plant 
will  be  regulated  under  the  order  for 
the  marketing  area  in  which  it  has  the 
most  Class  I  sales.  Where  there  is 
nearly  equal  distribution  in  both  areas, 
there  is  a  potential  for  frequent  shifts 
between  regulations  which  may  be  dis¬ 
turbing  to  both  producers  and  handlers. 
In  such  cases  differences  in  pricing, 
seasonal  payment  plans,  and  different 
location  differentials  could  disrupt  the 
normal  relationships  of  producers  and 
handlers  to  the  market. 

To  minimize  unnecessary  shifts  in 
plant  regulation,  the  order  should  permit 
a  distributing  plant  which  was  pooled 
under  this  order  in  the  most  recent 
months,  to  retain  pool  status  under  this 
order  until  the  third  consecutive  month 
in  which  greater  disposition  is  made  in 
the  other  marketing  area.  This  pro¬ 
vision,  however,  would  be  subject  to  the 
limitation  that  the  provisions  of  the 
other  order  release  it  and  do  not  make 
pooling  mandatory  under  that  order. 

Such  provision  for  temporarily  main¬ 
taining  the  regulation  of  the  plant  under 
the  order  where  it  has  previously  been 
regulated  will  afford  the  handler  reason¬ 
able  notice  that  the  regulation  of  his 
plant  is  shifting  from  one  order  to  an¬ 
other.  This  will  provide  him  an  oppor¬ 
tunity  to  make  adjustments  in  his  busi¬ 
ness  if  he  desires  to  do  so. 

On  the  other  hand,  it  is  appropriate 
that  for  the  longer  term  the  plant  be  reg¬ 


ulated  in  the  market  with  which  it  has 
the  larger  measure  of  association.  This 
brings  the  pricing  of  milk  handled  in 
such  plant  in  line  with  the  pricing  in  the 
market  where  it  disposes  of  most  of  its 
fluid  sales.  Without  such  a  rule  a  plant 
operator  could  seek  advantage  through 
becoming  regulated  in  a  market  on  the 
basis  of  minor  sales  while  selling  most 
of  his  milk  in  another  market. 

Provision  should  also  be  made  for  ex¬ 
empting  a  plant  from  regulation  under 
this  order  until  the  third  month  in  which 
it  disposes  of  a  greater  proportion  of 
milk  in  the  Central  Illinois  marketing 
area  than  in  the  marketing  area  of  the 
order  to  which  it  has  been  subject.  This 
will  provide  compatible  language  with 
such  other  orders  containing  a  provision 
similar  to  the  one  herein  recommended. 

The  operator  of  a  plant  regulated  by 
another  order  should  report  all  receipts 
and  disposition  of  skim  milk  and  butter- 
fat  to  the  market  administrator  of  this 
part  at  such  time  and  in  such  manner  as 
the  market  administrator  may  require. 
Such  a  handler  should  allow  verification 
of  such  reports  by  the  market  adminis¬ 
trator  if  deemed  necessary. 

Producer  milk.  Producer  milk  as  de¬ 
fined  herein  would  include  all  milk  pro¬ 
duced  by  producers  which  is  received  at 
pool  plants  or  diverted  from  pool  plants 
under  appropriate  limitations. 

Since  producer  milk  is  handled  in 
several  different  ways,  it  is  necessary  that 
the  definition  be  in  terms  of  these  several 
methods  of  handling,  including:  (1)  Milk 
received  at  a  pool  plant  from  producers 
or  cooperatives  as  bulk  tank  handlers; 
(2)  milk  received  by  a  cooperative  asso¬ 
ciation  as  a  bulk  tank  handler  from  dairy 
farmers,  and  not  delivered  to  pool  plants 
but  lost  as  shrinkage;  <3)  milk  diverted 
from  pool  plants  to  nonpool  plants  not 
regulated  by  any  order;  (4)  milk  diverted 
from  a  pool  plant  to  another  pool  plant; 
and  (5)  milk  diverted  from  a  pool  plant 
to  a  plant  regulated  by  another  order. 
These  items  are  discussed  as  follows: 

(1)  and  (2)  Milk  of  producers  received 
at  a  pool  plant  from  producers’  farms 
would  be  producer  milk  including  milk  so 
received  for  which  a  cooperative  acts  as 
a  bulk  tank  handler.  In  the  latter  case, 
the  cooperative  association  is  the  first  re¬ 
ceiver  of  the  milk  as  producer  milk,  and 
the  plant  operator  is  the  second  receiver 
of  such  milk  as  producer  milk.  Some  of 
the  milk  picked  up  at  the  farm  by  the 
cooperative  association  as  a  bulk  tank 
handler  is  lost  in  handling  and  not  deliv¬ 
ered  to  the  plant.  This  loss  is  accounted 
for  by  the  association  as  shrinkage. 

(3)  Producer  milk  diverted  from  a 
pool  plant  to  a  nonpool  plant  not  fully 
regulated  by  any  order  would  be  pro¬ 
ducer  milk  subject  to  certain  limitations. 
Such  diversion  of  producer  milk  may  be 
either  by  the  plant  operator,  or  by  a  co¬ 
operative  association,  not  as  a  plant  op¬ 
erator,  diverting  the  milk  of  its  members. 

The  need  for  diversion  of  a  producer’s 
milk  has  been  discussed  under  the 
definition  of  producer.  It  is  necessary, 
however,  that  the  order  contain  limita¬ 
tions  as  to  the  extent  to  which  a  pro¬ 
ducer  may  be  diverted  so  that  only  milk 


which  is  genuinely  associated  with  the 
market  will  receive  the  market  uniform 
price. 

The  eight  cooperative  associations  pro¬ 
posed  that  the  order  permit  diversion  of  a 
producer’s  milk  to  nonpool  plants  in  an 
amount  equivalent  to  a  maximum  of  8 
days  production  during  all  months  ex¬ 
cept  May  and  June.  In  May  and  June 
diversion  would  be  permitted  on  an  un¬ 
limited  basis.  Several  handlers  pro¬ 
posed,  on  the  other  hand,  that  the  pro¬ 
visions  of  the  Suburban  St.  Louis  order 
with  respect  to  diversions  to  nonpool 
plants  be  extended  to  the  proposed  Cen¬ 
tral  Illinois  order.  The  Suburban  St. 
Louis  order  now  provides  for  unlimited 
diversion  of  a  producer's  milk  to  nonpool 
plants  during  the  7  months  of  February 
through  August.  During  other  months 
such  diversion  is  limited  to  not  more  days 
of  production  by  the  producer  than  is 
physically  received  at  a  pool  plant. 

The  provisions  for  diversion  of  pro¬ 
ducer  milk  should  be  related  to  the  re¬ 
serve  needs  of  the  market.  Producers 
associated  with  the  Central  Illinois  mar¬ 
ket  are  not  expected  to  produce  locally  a 
large  quantity  of  milk  in  excess  of  the 
market’s  fluid  requirements.  As  indi¬ 
cated  earlier,  the  area  proposed  for  regu¬ 
lation  generally  lacks  a  full  supply  of 
locally  produced  milk  on  a  year-round 
basis.  It  would  not  be  necessary  that 
more  than  a  small  part  of  the  total  sup¬ 
ply  be  diverted  except  during  the  months 
of  highest  seasonal  production.  In  these 
circumstances  diversion  of  8  days  of  pro¬ 
duction  of  a  producer  during  most 
months  would  provide  adequate  flexibil¬ 
ity  for  handling  market  reserve  milk. 
Unlimited  diversion  allowance  should 
apply  only  in  the  months  of  highest  pro¬ 
duction  which  are  expected  to  be  May 
and  June.  Much  of  the  diversion  of 
producer  milk  would  be  handled  by  co¬ 
operative  associations  which  endorsed 
this  type  of  provision. 

Producer  milk  which  is  diverted  to  a 
nonpool  plant  (not  an  other  order  plant) 
beyond  a  certain  distance  should  be 
deemed  to  have  been  received  for  pric¬ 
ing  purposes  by  the  diverting  handler  at 
the  location  of  the  nonpool  plant  to  which 
diverted.  Milk  diverted  to  a  nonpool 
plant  located  not  more  than  110  miles 
from  Peoria  City  Hall  would  be  deemed 
to  have  been  received  by  the  diverting 
handler  at  the  location  of  the  plant 
from  which  diverted.  This  provision  is 
necessary  to  maintain  the  integilty  of 
the  order  pricing  and  prevent  advantage 
to  a  handler  or  a  group  of  producers  by 
diversions  to  distant  nonpool  plants. 

Without  such  provision  a  handler 
could  associate  distant  producers  with 
marketing  area  pool  plants  by  a  few 
days  delivery  and  then  divert  them  for 
the  remainder  of  the  month  to  a  distant 
nonpool  plant  in  the  vicinity  of  their 
farms.  This  arrangement  would  give 
such  producers  the  marketing  area  uni¬ 
form  price  although  their  milk  is  being 
delivered  to  a  distant  nonpool  plant  at 
which  a  location  differential  would  apply 
if  it  were  a  pool  plant.  In  effect  the 
producers  would  be  paid  as  if  their  milk 
were  delivered  to  the  market  when  ac- 
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manufacturing  use,  are  specified  in  sani¬ 
tary  regulations  of  State  and  local  gov¬ 
ernmental  authorities.  The  extra  cost 
of  producing  such  higher  quality  milk 
and  delivering  it  to  market  requires  that 
the  price  for  milk  used  in  Class  I  be  con¬ 
siderably  above  the  manufacturing  milk 
price.  The  definition  of  Class  I  use  of 
milk  in  the  manner  described  therefore 
provides  the  means  of  returning  to  pro¬ 
ducers  the  higher  price  according  to  the 
quantity  of  milk  so  used. 

Class  n  milk  utilization,  on  the  other 
hand,  is  utilization  for  purposes  to  which 
Grade  A  requirements  do  not  apply.  In 
such  uses  milk  from  producers  competes 
with  ungraded  milk  from  other  sources 
and  in  this  use  producer  milk  therefore 
has  only  a  manufacturing  milk  value. 

In  conformance  with  these  objectives, 
milk  and  milk  products  received  by 
handlers  should  be  classified  on  the  basis 
of  the  form  in  which,  or  the  purpose  for 
which  used  or  disposed  of  by  the  handler. 
The  skim  milk  and  butterfat  received  in 
milk  and  milk  products  should  be  classi¬ 
fied  separately  since  the  proportion  of 
skim  milk  and  butterfat  in  products  of 
disposition  varies. 

Furthermore,  milk  is  received  by 
handlers  from  various  sources,  including 
dairy  farmers,  other  regulated  handlers, 
and  unregulated  sources.  In  many  in¬ 
stances  milk  from  all  these  sources  is 
commingled  in  handlers’  plants.  It  is 
necessary,  therefore,  to  have  a  plan  for 
allocating  the  uses  of  milk  to  each  of  the 
various  sources  of  supply  in  order  to  es¬ 
tablish  the  classification  of  producer  milk 
and  to  apply  the  classified  pricing  plan. 

Class  I  milk.  The  milk  product  dis¬ 
positions  included  in  Class  I  milk  are 
those  required  by  health  authorities  in 
the  marketing  area  to  be  produced  from 
"Grade  A  milk.” 

Class  I  milk,  therefore,  is  basically 
skim  milk  and  butterfat  disposed  of  by 
a  handler  in  the  form  of  fluid  milk  prod¬ 
ucts  as  previously  defined,  with  limited 
exceptions. 

The  measurement  of  the  quantity  of 
Class  I  disposition  of  a  particular  milk 
product  is  normally  the  actual  weight 
of  the  product  as  it  leaves  the  handler’s 
plant.  In  a  few  instances,  however,  the 
Class  I  quantity  is  more,  or  less  than 
such  weight. 

One  exception  is  concentrated  milk, 
which  is  produced  by  removing  a  large 
portion  of  the  water  content  from  whole 
milk.  This  product  is  intended  for  fluid 
consumption,  and  may  be  restored  to 
the  original  whole  milk  form  by  the  con¬ 
sumer  by  addition  of  water.  This  is  a 
Class  I  product  for  which  the  quantity 
to  be  accounted  for  is  the  quantity  of 
milk  normally  used  to  produce  it. 
Standard  conversion  factors  for  calcu¬ 
lating  the  original  volume  would  be  ap¬ 
plied.  Accounting  for  such  products  on 
the  basis  of  original  volume,  including  all 
the  water  originally  associated  with  the 
milk  solids,  is  necessary  to  assure  equity 
among  handlers  and  to  return  to  pro¬ 
ducers  the  full  use  value  of  their  milk. 

Reconstituted  milk  or  skim  milk  pre¬ 
sents  a  similar  problem  of  accounting. 
Reconstitution  is  a  process  which  may 


be  carried  on  in  a  handler’s  plant  by 
mixing  dry  milk  solids  or  condensed  milk 
with  water  so  the  resulting  product  is 
similar  to  fluid  whole  milk  or  skim  milk. 
Partial  reconstitution  may  be  carried 
out  by  adding  milk  solids  and  water  to 
milk  or  skim  milk. 

Class  I  disposition  of  reconstituted 
milk  or  skim  milk  should  be  accounted 
for  in  a  quantity  which  includes  the 
volume  of  water  originally  associated  in 
whole  milk  with  the  milk  solids  used  in 
process  of  reconstitution.  This  is  neces¬ 
sary  for  the  same  reasons  as  in  the  case 
of  concentrated  milk. 

Fortified  fluid  milk  products  are 
another  instance  in  which  the  weight 
disposed  of  is  not  precisely  the  quantity 
of  Class  I  disposition  to  be  accounted 
for.  Fortified  fluid  milk  products  are 
prepared  by  the  addition  of  nonfat  solids 
to  milk  or  skim  milk  to  yield  a  finished 
product  of  higher  than  normal  nonfat 
solids. 

To  maintain  proper  accounting  for 
fortified  fluid  milk  products  the  nonfat 
milk  solids  added  to  such  items  should 
be  converted  to  their  skim  milk  equiva¬ 
lent.  This  is  necessary  to  insure  uni¬ 
formity  of  application  of  the  accounting 
system.  It  is  not  necessary,  however,  to 
price  as  Class  I  all  the  water  originally 
associated  with  the  added  solids.  The 
addition  of  the  solids  used  in  fortifica¬ 
tion  cannot  be  considered  as  displacing 
producer  milk  in  Class  I  except  to  the 
extent  that  the  volume  of  product  is  in¬ 
creased.  The  addition  of  solids  to  make 
a  more  desirable  product  may  in  fact 
increase  the  sales  of  producer  milk,  and 
in  any  event  would  not  displace  producer 
milk  in  Class  I  beyond  the  minor  In¬ 
crease  in  volume  which  results. 

In  the  case  of  fortified  fluid  milk 
products  the  skim  milk  to  be  classified 
as  Class  I  milk  should  be  only  that  con¬ 
tained  in  an  equal  volume  of  unmodified 
product  of  the  same  nature  and  butter¬ 
fat  content,  excluding  the  dry  weight  of 
any  nonmilk  additive  such  as  flavoring, 
etc.  The  skim  milk  equivalent  of  the 
nonfat  milk  solids  not  classified  as  Class 
I  milk  should  be  classified  as  Class  n 
milk. 

It  is  necessary  that  the  handler  sub¬ 
mit  reports  sufficient  to  reconcile  all  of 
his  receipts  of  milk  and  dairy  products 
with  the  disposition  from  his  plant(s). 
If  receipts  and  disposition  cannot  be  re¬ 
conciled  from  such  reports,  it  would  be 
necessary  that  the  handler  be  responsible 
for  any  unaccounted  for  receipts  or  dis¬ 
position.  If  disposition  is  less  than  re¬ 
ceipts,  the  question  arises  as  to  whether 
there  are  dispositions  not  disclosed  on 
reports.  In  order  to  insure  responsible 
reporting  and  recordkeeping  and  equity 
among  handlers,  such  discrepancy  where 
disposition  is  less  than  receipts  should 
be  classified  as  a  Class  I  quantity,  except 
for  allowable  shrinkage  as  explained  in 
latter  findings. 

Class  II  milk.  Class  n  milk  would 
include  all  skim  milk  and  butterfat  used 
to  produce  any  product  other  than  a  fluid 
milk  product.  It  thus  would  include  milk 
used  in  manufactured  products  such  as 
ice  cream,  ice  cream  mix,  frozen  desserts, 
cottage  cheese,  evaporated  and  condensed 


milk,  nonfat  dry  milk  and  butter  and 
cheese  as  well  as  others. 

Besides  use  in  manufactured  dairy 
products,  which  composes  the  bulk  of 
Class  n  use,  it  would  also  include  shrink¬ 
age  with  certain  limits,  disposal  in  fluid 
form  for  livestock  feed,  fluid  milk  prod¬ 
ucts  dumped,  and  fluid  milk  products  in 
bulk  held  in  inventory  at  the  end  of  the 
month. 

Butterfat  and  skim  milk  used  to  pro¬ 
duce  Class  n  products  should  be  con¬ 
sidered  disposed  of  when  so  used.  Han¬ 
dlers  will  need  to  maintain  production 
records  of  such  products  to  establish  use 
in  Class  n . 

Shrinkage.  In  the  course  of  normal 
receiving,  processing  and  packaging  fluid 
milk  products,  some  loss  of  skim  milk  and 
butterfat  is  experienced  and  is  referred 
to  as  “shrinkage.”  In  order  to  assure 
complete  accounting,  the  handler  must 
establish  the  quantity  of  actual  loss  of 
skim  milk  and  butterfat.  Since  shrink¬ 
age  represents  disappearance  of  milk  for 
which  no  return  is  realized,  It  should  be 
considered  as  Class  n  milk  to  the  extent 
that  the  amount  1s  reasonable  and  is  not 
the  result  of  incomplete  or  faulty  records. 

The  maximum  shrinkage  allowance  in 
Class  n  at  each  plant  should  be  2  per¬ 
cent  of  milk  from  producers  plus  1.5  per¬ 
cent  of  milk  received  in  bulk  tank  lots 
from  other  plants  or  from  a  cooperative 
association  which  elects  to  be  the  handler 
for  such  milk.  However,  if  the  handler 
operating  the  pool  plant  which  received 
the  milk  from  the  cooperative  associa¬ 
tion  as  a  handler  files  notice  with  the 
market  administrator  that  he  is  purchas¬ 
ing  such  milk  on  the  basis  of  farm 
weights  the  applicable  percentage  should 
be  2  percent. 

The  lower  shrinkage  allowance  of  1.5 
percent  of  milk  received  in  bulk  tank 
lots  from  other  handlers  recognizes  that 
part  of  the  handling  in  which  shrinkage 
occurs  has  taken  place  prior  to  receipt  at 
the  plant.  Milk  collected  at  the  farm  in 
bulk  tank  trucks  is  measured  at  the  farm. 
Some  loss  would  normally  occur  during 
the  transfer  operation  between  the  farm 
and  the  plant. 

The  provision  of  2  percent  shrinkage 
allowance  for  the  entire  receiving  and 
processing  operation  is  considered  rea¬ 
sonable  under  normal  circumstances. 
The  division  of  the  total  allowance  into 
1 Vz  percent  for  processing  and  one-half 
of  1  percent  for  receiving  is  in  accord¬ 
ance  with  experience  and  is  used  in  other 
Federal  orders.  It  is  recognized  that  the 
greater  share  of  the  shrinkage  occurs  in 
the  processing  operation.  One-half  of  1 
percent  has  been  found  adequate  in 
normal  experience  in  the  transfer  of  milk 
from  farms  to  plants  in  tank  trucks. 

To  provide  equitable  application  of 
shrinkage  provisions  to  all  handlers  who 
may  have  various  types  of  operations  and 
various  kinds  of  milk  receipts,  the  rate 
of  1.5  percent  shrinkage  allowance 
should  apply  to  all  whole  milk  receipts 
in  bulk  tank  lots,  whether  from  other 
pool  plants,  unregulated  plants  or  a 
cooperative  association  acting  as  a  bulk 
tank  handler.  The  only  exception  to 
this  would  be  in  the  case  of  receipts  of 
other  source  milk  for  which  Class  n 
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utilization  is  requested.  In  the  latter 
case  since  the  entire  receipt  is  for  Class 
II  use,  there  is  no  need  to  establish  a 
limit  of  shrinkage  that  may  be  classified 
as  Class  n. 

In  computing  a  handler’s  total  shrink¬ 
age  allowance,  1.5  percent  of  whole  milk 
disposed  of  in  bulk  tank  lots  to  plants  of 
other  handlers  by  transfer  should  be  de¬ 
ducted.  This  is  necessary  to  carry  out 
the  principle  of  allowing  one-half  of  1 
percent  for  the  receiving  operation.  The 
second  plant  would  be  allowed,  as  stated 
previously,  1.5  percent  on  the  transfer 
of  milk.  Such  deduction  at  transferor 
plant  would  not  apply  to  a  processed 
product  such  as  skim  milk. 

The  allowance  of  one-half  of  1  percent 
on  milk  transferred  in  tank  trucks  from 
farm  to  plant  would  apply  also  in  the 
case  of  milk  diverted  in  tank  trucks.  An 
exception  would  be  made  if  the  plant  op¬ 
erator  to  whom  the  milk  is  diverted  pur¬ 
chased  the  milk  on  the  basis  of  farm 
weights  and  tests. 

To  assure  an  equitable  assignment  of 
total  shrinkage,  it  should  be  prorated  to 
(1)  those  categories  of  receipts  on  which 
the  above  described  limits  apply  and  (2) 
other  receipts  in  fluid  form  to  which 
specific  shrinkage  limits  do  not  apply. 

Inventories.  The  order  should  provide 
that  Inventory  of  bulk  fluid  milk  prod¬ 
ucts  on  hand  at  the  end  of  the  month 
should  be  classified  as  Class  n  milk  pend¬ 
ing  reclassification  of  the  following 
month. 

Handlers;  have  Inventory  of  milk  and 
milk  products  at  the  beginning  and  end 
of  each  month  which  must  enter  into  the 
accounting  for  current  receipts  and 
utilization  at  the  plant.  The  accounting 
procedure  can  be  facilitated  by  provid¬ 
ing  that  Inventories  of  bulk  fluid  milk 
products  on  hand  at  the  end  of  the  month 
be  classified  as  Class  H  milk. 

In  the  following  month  such  inven¬ 
tories  would  be  subtracted,  under  the 
allocation  procedure,  from  any  available 
Class  n  milk.  Any  excess  over  available 
Class  n  milk  should  be  subtracted  from 
Class  I  milk.  The  higher  use  value  as 
Class  I  thus  indicated  should  be  reflected 
in  returns  to  producers  in  that  month. 
This  would  be  at  the  rate  of  the  differ¬ 
ence  between  the  Class  II  price  in  the 
first  month  and  the  Class  I  price  in  the 
second  month. 

Fluid  milk  products  on  hand  in  pack¬ 
aged  form  at  the  end  of  the  month  should 
be  classified  as  Class  I  milk.  This  classi¬ 
fication  conforms  with  the  ultimate 
utilization  of  most  of  the  packaged  fluid 
milk  products  in  inventory.  This  results 
in  less  adjustment  in  classification  and 
handlers’  obligations  than  if  classified 
in  Class  n  as  in  the  case  of  bulk  milk. 

To  insure  that  all  handlers  pay  the 
current  month’s  Class  I  milk  price  for 
fluid  milk  disposed  of  during  the  month, 
it  is  provided  that  if  the  Class  I  milk 
price  increases  over  the  previous  month, 
the  handler  will  be  charged  the  differ¬ 
ence  between  the  Class  I  milk  price  for 
the  current  month  and  the  Class  I  milk 
price  for  the  preceding  month  on  the 
quantity  of  ending  inventory  assigned 
to  Class  I  milk  in  the  preceding  month. 


Likewise,  if  the  Class  I  milk  price  de¬ 
creases,  the  handler  will  receive  a  cor¬ 
responding  credit. 

The  allocation  section  of  the  order 
should  provide  that  inventory  of  such 
packaged  fluid  milk  products  on  hand  at 
the  beginning  of  the  month  be  subtracted 
from  Class  I  milk  utilization  immediately 
after  the  allocation  of  shrinkage  and 
packaged  fluid  milk  products  from  other 
orders  and  before  making  the  other  as¬ 
signments  therein  provided.  Inventory 
of  fluid  milk  products  in  bulk  form  would 
continue  to  be  handled  as  under  the  pres¬ 
ent  provisions  of  the  order. 

Since  the  disposition  of  skim  milk  and 
butterfat  in  nonfluid  milk  products  has 
been  accounted  for  as  Class  II  use  when 
used  to  produce  a  manufactured  dairy 
product,  such  skim  milk  and  butterfat 
should  not  be  Included  in  inventory. 

Inventories  of  fluid  milk  products  and 
Class  n  products  on  hand  at  the  begin¬ 
ning  of  the  first  month  in  which  the  or¬ 
der  becomes  effective  or  during  any 
month  in  which  a  plant  becomes  regu¬ 
lated  for  the  first  time  should  be  al¬ 
located  to  any  available  Class  n  utiliza¬ 
tion  pf  the  plant  during  the  month.  This 
procedure  will  preserve  the  priority  of 
assignment  to  current  receipts  of  pro- 
.  ducer  milk  and  to  current  Class  I  utiliza¬ 
tion  of  the  plant. 

Other  Class  II  disposition.  Class  n 
milk  disposition  would  include  certain 
dispositions  in  the  form  of  fluid  milk 
products,  specifically  (1)  fluid  milk  prod¬ 
ucts  disposed  of  in  bulk  to  commercial 
food  processors  and  used  in  a  food  prod¬ 
uct  prepared  for  consumption  off  the 
premises;  (2)  fluid  milk  products  dumped 
after  authorization  by  the  market  ad¬ 
ministrator  ;(3)  fluid  milk  products  ac¬ 
counted  for  as  disposition  for  livestock 
feed;  (4)  fluid  milk  products  on  hand  at 
the  end  of  the  month;  and  (5)  that  por¬ 
tion  of  “fortified”  fluid  milk  products  not 
classified  as  Class  I. 

Class  n  classification  of  dumpage  and 
animal  feed  recognize  that  such  disposi¬ 
tion  of  fluid  milk  products  represent  a 
value  considerably  less  than  normal  fluid 
milk  disposition  on  routes  to  retail  and 
wholesale  outlets. 

Since  dumping  involves  no  transac¬ 
tions  with  others,  the  market  admin¬ 
istrator  must  have  opportunity  to  verify 
the  product  and  quantity,  and  such  dis¬ 
posal  should  be  only  after  his  authoriza¬ 
tion. 

The  proposal  to  limit  the  skim  milk 
and  butterfat  disposed  of  as  animal 
feed  during  the  month  to  the  quantities 
of  fluid  milk  products  in  route  returns 
should  not  be  adopted. 

Presently  the  Suburban  St.  Louis  order 
permits  Class  n  classification  for  all  skim 
milk  and  butterfat  accounted  for  as  dis¬ 
posed  of  for  livestock  feed.  In  most  in¬ 
stances,  it  would  be  expected  that  fluid 
milk  products  disposed  of  for  animal  feed 
would  be  primarily  nonsalvageable  route 
returns.  In  some  instances,  however, 
there  may  be  small  quantities  of  skim 
milk  and  butterfat  in  fluid  milk  products 
which  during  processing  becomes  non- 
salable  for  human  consumption.  It  is 
reasonable  that  these  quantities  also  be 
classified  as  Class  n  if  disposed  of  as  live¬ 


stock  feed.  A  plant  operator  should 
maintain  sufficient  records  to  establish 
in  every  instance  the  quantities  of  skim 
milk  and  butterfat  involved,  and  show  a 
written  receipt  for  every  disposition  as 
livestock  feed. 

Fluid  milk  products  disposed  of  to 
commercial  food  processing  ^establish¬ 
ments  for  use  in  preparation  of  food 
products  also  should  be  Class  n  milk. 

Producers  proposed  that  fluid  milk 
products  dumped  during  the  month  be 
allowed  as  Class  n  only  as  to  the  skim 
milk  portion.  They  contended  that  in 
most  cases  the  butterfat  in  fluid  milk 
products  to  be  dumped  can  be  salvaged 
and  reused  in  other  Class  n  products. 
Handlers  on  the  other  hand  contended 
that  many  circumstances  arise  when  it 
is  impractical  to  separate  small  quanti¬ 
ties  of  butterfat  from  fluid  milk  products 
prior  to  their  being  dumped.  They 
pointed  to  other  Federal  orders  which 
permit  the  dumpage  of  both  the  skim 
milk  and  butterfat  portions  of  fluid  milk 
products. 

It  is  concluded  that  both  the  skim  milk 
and  butterfat  portions  of  fluid  milk 
products  should  be  permitted  to  be 
dumped  and  specified  as  a  Class  II  use, 
provided  that  the  market  administrator 
is  notified  in  advance  and  afforded  the 
opportunity  to  verify  the  dumping  pro¬ 
cedure. 

Proof  of  class  use.  Except  for  the 
quantities  of  Class  n  shrinkage  pro¬ 
vided  for  in  the  order,  all  skim  milk  and 
butterfat  for  which  a  handler  cannot 
establish  utilization  must  be  classified 
as  Class  I  milk.  This  provision  is  neces¬ 
sary  to  remove  any  advantage  that  might 
accrue  to  handlers  who  fail  to  keep  com¬ 
plete  and  accurate  records.  The  burden 
of  proof  should  be  on  the  handler  to 
establish  the  utilization  of  any  milk  as 
being  other  than  Class  I  milk. 

Transfers  and  diversions.  Milk  trans¬ 
ferred  from  a  pool  plant  to  another  plant 
should  be  classified  in  accordance  with 
specific  rules. 

The  rules  of  classification  herein  pro¬ 
vided  would  apply  to  transfers  to  other 
pool  plants  or  to  nonpool  plants,  and  to 
milk  diverted  from  the  farm  to  nonpool 
plants  or  to  pool  plants  of  other  handlers. 

Fluid  milk  products  transferred  or  di¬ 
verted  from  a  pool  plant  to  the  pool  plant 
of  another  handler  should  be  classified 
as  Class  I  milk  unless  utilization  as  Class 
n  milk  is  claimed  by  both  handlers  on 
reports  submitted  for  the  month  to  the 
market  administrator.  However,  suffi¬ 
cient  Class  n  utilization  must  be  avail¬ 
able  at  the  transferee  plant  for  such 
assignment  to  Class  n  after  allocation  of 
receipts  of  unregulated  milk,  other  order 
milk,  inventory  and  shrinkage.  Simi¬ 
larly,  sufficient  Class  I  milk  must  be  pres¬ 
ent  in  the  transferee  plant  to  cover  Class 
I  classification  of  the  transferred  milk. 

If  the  shipping  plant  receives  during 
the  month  other  source  milk  of  the  type 
to  which  a  surplus  value  applies  (such 
as  nonfat  milk  solids)  the  skim  milk  and 
butterfat  in  fluid  milk  products  trans¬ 
ferred  should  be  classified  so  as  to  allo¬ 
cate  the  least  possible  Class  I  utilization 
to  such  other  source  milk.  Also,  if  the 
shipping  handler  receives  other  source 
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milk  from  an  unregulated  supply  plant 
or  an  other  order  plant,  the  transferred 
quantities,  up  to  the  total  of  such  other 
source  receipts,  should  not  be  Class  I  to 
a  greater  extent  than  would  be  applicable 
to  a  like  quantity  of  such  other  source 
milk  received  at  the  transferee  plant. 
These  rules  are  necessary  to  provide  the 
same  kind  of  classification  for  transferred 
fluid  milk  products  as  for  utilization 
within  a  pool  plant. 

Fluid  milk  products  transferred  or  di¬ 
verted  in  bulk  to  a  nonpool  plant  (not  an 
other  order  plant  or  producer-handler 
plant)  located  not  more  than  350  miles 
from  the  City  Hall  in  Peoria,  Ill.,  should 
be  classified  as  Class  I  milk  unless  the 
handler  claims  Class  n  classification  and 
specified  conditions  are  met.  The  op¬ 
erator  of  the  nonpool  plant  should 
maintain  adequate  books  and  records 
showing  utilization  of  all  skim  milk  and 
butterfat  received  at  the  plant.  Further, 
if  requested  the  operator  should  make 
these  books  and  records  available  to  the 
market  administrator  for  purposes  of 
verifying  such  receipts  and  utilization. 
This  verification  by  the  market  adminis¬ 
trator  is  necessary  to  insure  proper  ap¬ 
plication  of  the  classification  procedures 
of  the  order. 

If  the  above  conditions  are  met,  classi¬ 
fication  of  the  transferred  or  diverted 
milk  would  be  made  in  accordance  with 
the  following  procedure: 

Receipts  of  packaged  fluid  milk  prod¬ 
ucts  at  the  nonpool  plant  from  pool 
plants  or  other  order  plants  would  be  first 
assigned  to  Class  I  in  the  nonpool  plant. 
Then,  if  the  nonpool  plant  makes  any 
Class  I  disposition  on  routes  in  this  mar¬ 
keting  area,  this  Class  I  should  be  as¬ 
signed  first  to  fluid  milk  products  trans¬ 
ferred  from  pool  plants,  then  pro  rata  to 
receipts  from  other  order  plants,  and 
finally  to  receipts  from  dairy  farmers 
who  the  market  administrator  deter¬ 
mines  constitute  the  regular  source  of 
Grade  A  milk  for  the  nonpool  plant.  If 
the  nonpool  plant  makes  any  Class  I  dis¬ 
position  on  routes  in  the  marketing  area 
of  another  Federal  order,  this  should  be 
assigned  first  to  fluid  milk  products 
transferred  or  diverted  from  plants  fully 
regulated  by  that  order,  then  pro  rata  to 
fluid  milk  products  received  from  plants 
regulated  by  this  and  all  other  Federal 
orders,  and  thereafter  to  the  nonpool 
plant’s  regular  Grade  A  dairy  farmer 
supply  as  determined  by  the  market  ad¬ 
ministrator.  Any  Class  I  utilization  re¬ 
maining  in  the  nonpool  plant  after  the 
above  assignment  should  be  assigned  first 
to  the  plant’s  regular  Grade  A  dairy 
farmer  supply  and  then  pro  rata  to  un¬ 
assigned  receipts  from  plants  regulated 
by  this  order  and  other  orders. 

After  the  preceding  assignments  are 
made  at  the  nonpool  plant,  any  remain¬ 
ing  receipts  of  bulk  fluid  milk  products 
from  pool  plants  should  be  classified  in 
sequence  starting  with  Class  n  milk  if 
the  shipping  handler  requested  classifi¬ 
cation  under  this  procedure. 

This  method  for  classifying  transfers 
and  diversions  of  milk  to  nonpool  plants 
provides  equitable  treatment  for  milk 
of  order  handlers  as  well  as  other  order 


handlers  in  the  classification  of  milk. 
Further,  it  gives  priority  to  dairy  farm¬ 
ers  directly  supplying  a  nonpool  plant 
with  respect  to  sales  outside  regulated 
areas.  The  proposed  method  of  classi¬ 
fication  at  the  same  time  allows  orderly 
disposition  of  reserve  supplies  of  milk 
which  cannot  economically  be  handled 
at  pool  plants. 

Fluid  milk  products  transferred  or  di¬ 
verted  to  a  nonpool  plant  (not  an  other 
order  plant  nor  a  producer-handler 
plant)  located  more  than  350  miles  from 
the  City  Hall  in  Peoria,  Ill.,  should  be 
c’assified  as  Class  I  milk.  Since  ample 
facilities  are  available  within  this  dis¬ 
tance  to  handle  reserve  supplies  of  pool 
plants,  it  is  not  necessary  that  the  mar¬ 
ket  administrator  be  called  upon  to 
verify  utilization  moving  beyond  such 
distance. 

An  exception  should  be  made  for 
cream  moved  to  a  nonpool  plant  located 
more  than  350  miles  from  the  City  Hall 
in  Peoria,  If  Class  n  classification  is 
requested,  the  handler  transferring  the 
cream  should  be  required  to  establish 
that  it  was  transferred  without  Grade 
A  certification,  that  each  container  was 
labeled  or  tagged  to  indicate  that  the 
contents  were  for  manufacturing  use 
only  and  that  the  shipment  was  so  in¬ 
voiced.  Cream,  being  of  less  bulk  than 
whole  milk,  may  be  shipped  economically 
for  manufacturing  purposes  to  outlets 
considerable  distances  from  the  market¬ 
ing  area.  If  cream  is  moved  in  accord¬ 
ance  with  the  above  requirements  it  will 
not  be  necessary  for  the  market  admin¬ 
istrator  to  travel  unnecessary  distances 
to  verify  the  utilization  of  such  cream. 

The  order  also  provides  for  transfers 
of  fluid  milk  products  to  other  order 
plants.  The  classification  of  such  milk 
is  covered  in  the  findings  with  respect 
to  allocation. 

Allocation.  The  value  of  producer 
milk  is  established  on  the  basis  of  its 
classification  and  the  class  prices.  Since 
handlers  may  receive  milk  from  several 
sources  besides  producers,  the  order  must 
provide  a  method  of  assignment  of  re¬ 
ceipts  from  all  sources  during  the  month 
to  Class  I  and  Class  II. 

The  system  of  allocating  handler’s  re¬ 
ceipts  to  the  two  classes  as  herein  rec¬ 
ommended,  is  virtually  the  same  as  that 
adopted  in  the  decisions  of  the  Assistant 
Secretary  issued  June  19,  1964,  for  76 
milk  orders,  including  the  Suburban  St. 
Louis  order  and  all  other  Federal  orders 
except  those  in  the  northeast.1  These 
decisions  were  designed  to  integrate  into 
the  regulatory  plan  of  each  of  the  Federal 
orders  milk  which  is  not  subject  to  classi¬ 
fied  pricing  under  any  order,  and  afco  to 
apply  the  regulatory  plan  of  each  of  the 
orders  to  milk  received  from  plants  regu¬ 
lated  under  another  order.  Inasmuch  as 
those  decisions  set  forth  the  standards 
for  dealing  with  unregulated  milk  under 
Federal  orders  generally,  it  is  necessary 
that  the  general  system  of  allocation 
under  this  order  be  the  same.  Also,  the 

1  Official  notice  is  taken  of  the  decision 
(29  F.R.  9109)  in  which  is  Included  the 
amendment  affecting  the  Suburban  St.  Louis 
milk  order. 


treatment  of  other  order  milk  should 
be  the  same  as  the  plan  included  in  those 
decisions  so  as  to  have  a  coordinated 
system  of  regulations  on  movements  of 
milk  between  Federal  order  markets. 

Producers’  proposal  recognized  the 
necessity  for  such  coordination  and  con¬ 
tained  allocation  provisions  identical  to 
those  contained  in  the  aforementioned 
decisions. 

Milk  received  at  regulated  plants  from 
unregulated  plants.  When  unregulated 
milk  el’gib’e  for  distribution  in  the 
market  in  fluid  form  is  received  by  a 
regulated  handler  at  his  pool  plant,  pro¬ 
vision  must  be  made  for  its  allocation  to 
the  total  available  classification  of  the 
pool  plant,  and  for  providing  an  appro¬ 
priate  rate  of  payment  to  the  producer- 
settlement  fund  on  any  such  milk  allo¬ 
cated  to  Class  I. 

The  order  should  provide  that  fluid 
milk  products  moved  from  an  unregu¬ 
lated  plant  to  a  pool  plant  be  classified 
as  Class  II  milk  if  so  reported  by  the 
operator  of  the  regulated  plant.  Milk 
may  be  purchased  by  a  pool  plant  opera¬ 
tor  from  an  unregulated  plant  either  for 
use  in  his  manufacturing  operation  or  in 
connection  with  his  Class  I  require¬ 
ments.  When  the  purchase  is  for  manu¬ 
facturing,  the  order  should  accommodate 
this  by  providing  that  such  milk  be  al¬ 
located  to  the  lowest  price  class  utiliza¬ 
tion  in  the  pool  plant.  This  treatment 
of  unregulated  milk  received  at  pool 
plants  will  further  serve  to  accommodate 
unregulated  plants  which  have  surplus 
milk  but  do  not  have  manufacturing  fa¬ 
cilities,  since  it  will  make  available  as  an 
outlet  the  manufacturing  facilities  of 
pool  plants  without  involving  the  un¬ 
regulated  plant  in  the  regulation. 
When,  however,  manufacturing  utiliza¬ 
tion  in  a  regulated  plant  is  insufficient  for 
the  assignment  of  all  fluid  milk  products 
from  unregulated  plants  to  the  agreed 
manufacturing  use,  the  remainder,  of 
course,  must  be  allocated  to  Class  I. 

Other  categories  of  milk  receipts  as¬ 
signed  first  to  Class  n  use  (down 
allocated)  should  Include  receipts  from 
producer- handlers:  receipts  without 
Grade  A  certification,  and  reconstituted 
milk.  The  reasons  for  such  assignment 
are  explained  in  subsequent  findings  on 
these  specific  types  cf  receipts. 

With  respect  to  the  general  category 
of  milk  received  from  unregulated  plants 
(not  producer-handlers,  however)  the 
order  should  provide  that  (within  limits) 
unregulated  milk  received  at  a  pool  plant, 
which  is  not  specifically  designated  for 
manufacturing  use,  be  assigned  a  classi¬ 
fication  which  is  pro  rata  to  regulated 
milk  received  by  the  operator  of  such 
plant.  This  should  be  provided  because 
classification  of  bulk  milk  cannot  be  de¬ 
termined  on  the  basis  of  its  inherent 
characteristics  as  either  Class  I  (i.e.,  in 
bottles)  or  as  surplus  (i.e.,  as  in  manu¬ 
factured  products) .  Its  classification 
depends  upon  its  utilization  by  the  han¬ 
dler  who  receives  it.  Unless  the  regu¬ 
lated  handler  accepts  the  milk  for  Class 
n  use,  a  method  as  described  herein  must 
be  provided  for  assigning  the  unregulated 
bulk  milk  to  classes  of  use.  By  assign¬ 
ing  it  pro  rata  with  regulated  milk  (with- 
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In  limits) ,  its  indeterminate  character  as 
Class  I  or  n  will  be  recognized  up  to  the 
limit  provided. 

A  limit  must  be  placed  on  the  amount 
of  unregulated  milk  which  may  share 
full  classification  with  regulated  milk. 
The  receipt  of  unregulated  milk  in  a 
regulated  handler’s  operation  is  always 
a  source  of  danger  to  the  regulatory  plan. 
Handlers  often  obtain  unregulated  milk 
because  it  is  a  cheaper  source  of  supply 
than  regulated  milk.  Unless  some  limi¬ 
tation  is  placed  on  the  volume  of  unregu¬ 
lated  milk  that  may  be  prorated,  a  han¬ 
dler  with  a  supply  of  regulated  milk  ade¬ 
quate  for  his  Class  I  requirements  could 
acquire  cheaper  unregulated  milk  to  in¬ 
crease  his  manufacturing  uses.  This 
milk  would  share  in  his  Class  I  utiliza¬ 
tion  while  tin  equal  volume  of  regulated 
milk  would  be  assigned  to  the  expanded 
surplus  use.  This  would  impair  the 
effectiveness  of  the  regulation. 

The  limit  placed  on  the  amount  of 
unregulated  milk  to  be  assigned  pro  rata 
with  regulated  milk  is  such  that  when, 
as  a  result  of  proration  or  assignment, 
as  much  as  20  percent  of  all  regulated 
milk  in  the  handler’s  plants  is  assigned 
to  Class  n,  all  additional  unregulated 
milk  will  then  be  assigned  to  Class  n. 
A  reserve  of  milk  for  fluid  requirements 
on  a  marketwide  basis  more  or  less  than 
20  percent  of  all  handlers’  receipts  may 
be  required,  depending  upon  seasonal 
and  other  considerations.  An  individual 
handler  associated  with  a  regulated  fluid 
market  (whose  main  purpose  is  to  fur¬ 
nish  Class  I  milk  to  the  market)  will  not 
need  unregulated  milk  for  the  purpose  of 
maintaining  an  adequate  supply  to  serv¬ 
ice  Class  I  sales  in  amounts  which  will 
increase  his  reserve  above  20  percent  of 
his  total  receipts  in  any  given  month. 
Even  though  a  situation  could  conceiv¬ 
ably  arise  where,  because  of  the  disrup¬ 
tion  of  normal  supplies,  a  handler  re¬ 
ceives  milk  from  unregulated  sources  in 
excess  of  the  quantities  that  may  be  pro¬ 
rated,  the  attainment  of  effective  regula¬ 
tion  nevertheless  requires  the  imposition 
of  this  limit. 

It  is  provided  that  in  assigning  unreg¬ 
ulated  bulk  milk  for  purposes  of  classifi¬ 
cation,  the  overall  utilization  of  the  han¬ 
dler  at  all  of  his  plants  regulated  under 
the  order’  (rather  than  the  utilization 
at  a  single  plant)  should  be  used.  This 
is  necessary  for  the  same  reasons,  set 
forth  later  in  this  decision,  which  apply 
to  receipts  of  milk  from  plants  regulated 
by  other  orders. 

Payment  at  the  difference  between  the 
Class  I  and  uniform  prices  should  be 
made  by  the  receiving  handler  into  the 
producer-settlement  fund  on  the  portion 
of  unregulated  milk  which  is  assigned  to 
Class  I  through  proratlon.  During  the 
months  of  April  through  July  and  Octo¬ 
ber  through  December  a  seasonal  incen¬ 
tive  plan  of  pricing  Is  herein  recom¬ 
mended.  For  the  purpose  of  computing 
a  rate  of  payment  on  unregulated  milk 

( 

'Such  total  utilization  would  be  subject 
to  certain  prior  deductions  for  receipts  as¬ 
signed  to  the  surplus  classification  as  men¬ 
tioned  In  prior  findings. 


during  these  months,  a  weighted  average 
price  must  be  computed  In  a  manner 
identical  with  the  computation  of  the 
uniform  price  in  other  months. 

There  can  be  no  question  that  the 
Class  I  price  basically  should  apply  to 
both  regulated  and  unregulated  milk 
used  in  a  fully  regulated  plant  as  Class 
I  milk.  To  attribute  any  different  valu¬ 
ation  on  the  unregulated  milk  would 
automatically  result  in  inequity  as  com¬ 
pared  with  regulated  milk  similarly 
utilized.  Although  there  Is  no  room  for 
doubt  as  to  the  need  to  attribute  a  Class 
I  value  for  any  milk  so  utilized  (the  min¬ 
uend)  ,  the  proper  credit  to  be  allowed  to 
milk  from  unregulated  plants  is  not 
clear,  i.e.,  what  subtrahend  should  be 
used  in  such  a  payment  formula.  It  may 
be  expected  that  in  many  situations  a 
payment  at  any  lesser  rate  than  the  dif¬ 
ference  between  the  Class  I  minimum 
price  and  the  value  of  such  milk  as  sur¬ 
plus  would  give  unwarranted  price  ad¬ 
vantage  to  unregulated  milk  over  pro¬ 
ducer  milk  similarly  utilized. 

Milk  at  unregulated  plants  may  be 
purchased  from  dairy  farmers  on  a  flat 
price  basis  without  regard  to  use  classi¬ 
fication.  Although  most  of  the  milk  so 
purchased  by  the  unregulated  plant  op¬ 
erator  may  be  intended  for  local  distri¬ 
bution  outside  the  regulated  market,  ex¬ 
cess  milk  supplies  on  a  dally  and  seasonal 
basis  will  arise  as  they  also  do  in  regu¬ 
lated  plants. 

This  frequently  leaves  excess  milk  at 
unregulated  plants  which  is  truly  sur¬ 
plus  to  the  normal  fluid  needs  of  those 
plants.  This  situation  is  accentuated  at 
certain  times  of  the  year  when  there  are 
characteristic  seasonal  Increases  in  the 
production  of  milk  without  correspond¬ 
ing  increases  in  the  demand  for  milk.  If 
it  were  not  for  the  sale  in  the  regulated 
market,  such  milk  would  have  no  higher 
value  to  the  plant  operator  than  its  sur¬ 
plus  value.  In  such  circumstances,  the 
operator  of  such  an  unregulated  plant, 
including  the  fringe  distributor,  has  great 
incentive  to  “dump”  his  surplus  milk  into 
the  regulated  market  or  its  supply  sys¬ 
tem  at  any  price  higher  than  a  surplus 
price  and  thereby  obtain  a  competitive 
advantage  for  such  milk  over  regulated 
milk.  Regulated  handlers  cannot  simi¬ 
larly  convert  otherwise  surplus  Class  II 
milk  into  Class  I  utilization  without  ac¬ 
counting  to  the  producer-settlement  fund 
at  the  full  difference  between  these  two 
utilizations,  i.e.,  they  account  at  Class  I 
rather  than  Class  n.  There  would  then 
appear  to  be  substantial  justification  for 
the  same  rate  of  charge  against  milk 
from  unregulated  plants  obtained  and 
used  in  similar  circumstances. 

Notwithstanding  the  fact  that  surplus 
milk  is  obviously  available  to  handlers 
from  time  to  time,  there  is  no  indication 
that  they  have  exploited  their  opportuni¬ 
ties  to  use  such  milk.  It  is  concluded, 
therefore,  in  the  light  of  the  decision  of 
the  Supreme  Court  in  the  Lehigh  Valley 
case,  and  because  of  the  administrative 
difficulty  in  determining  whether  partic¬ 
ular  milk  from  an  unregulated  plant  uti¬ 
lized  as  Class  I  in  this  market  actually 
might  have  only  a  surplus  value  or  cost 


at  source,  that  the  charge  should  be 
limited  to  the  difference  between  the 
Class  I  price  and  the  market  order  uni¬ 
form  price  (weighted  average  price  for 
the  months  of  April  through  July  and 
October  through  December),  both  ad¬ 
justed  for  butterfat  content  and  the  loca¬ 
tion  of  the  unregulated  plant  from  which 
the  milk  was  received.  Although  the  use 
of  the  uniform  price  as  the  subtrahend 
will  not  assure  complete  removal  of  the 
minimum  price  advantage  which  may 
exist  for  some  milk  for  the  reasons  just 
stated,  it  nevertheless  will  serve  to  mini¬ 
mize  this  advantage  in  such  cases,  and 
generally  should  be  an  equitable  means 
of  providing  a  reasonable  measure  of 
protection  to  the  regulatory  plan.  If 
subsequent  experience  shows  that  such 
payment  is  not  protecting  the  regulatory 
plan,  then,  on  the  basis  of  specific 
evidence,  another  rate  of  payment  or  an¬ 
other  plan  will  need  to  be  devised. 

As  a  means  of  carrying  out  the  equali¬ 
zation  provided  by  market  pooling,  regu¬ 
lated  handlers  are  required  to  pay  this 
minimum  uniform  price  to  their  own 
producers  and,  in  addition,  are  required 
to  pay  to  the  producer-settlement  fund 
the  full  difference  between  the  Class  I 
price  and  such  uniform  price  on  all  regu¬ 
lated  milk  classified  as  Class  I  because  of 
its  use  as  fluid  milk.  Unregulated  milk 
similarly  used  as  Class  I  milk  by  a  regu¬ 
lated  handler  likewise  should  carry  a 
payment  to  the  producer-settlement  fund 
at  least  at  the  same  rate  as  that  required 
on  regulated  milk.  If  the  handler  buys 
regulated  milk  at  a  price  in  excess  of  the 
uniform  price,  he  receives  no  credit  for 
this  excess  payment  in  accounting  to 
the  producer-settlement  fund.  Neither 
should  he  receive  credit  for  any  amount 
paid  for  unregulated  milk  in  excess  of 
the  uniform  price.  Both  the  regulated 
and  unregulated  milk,  therefore,  will  be 
credited  at  only  the  uniform  price  in 
accounting  to  the  producer-settlement 
fund. 

These  payments  are  not  unfair  or  bur¬ 
densome  to  the  dairy  farmer  supplying 
the  unregulated  plant,  whose  milk  is  used 
as  Class  I  milk  by  a  federally  regulated 
handler.  The  allowance  of  a  credit  for 
milk  from  unregulated  plants  used  as 
Class  I  by  the  regulated  handler  at  the 
uniform  price  level  will  provide  oppor¬ 
tunity  to  the  unregulated  plant  operator 
to  pay  his  dairy  farmers  at  least  the  uni¬ 
form  price  on  these  Class  I  sales.  The 
order  cannot,  of  course,  guarantee  to  the 
dairy  farmer  that  his  purchaser  in  fact 
will  pay  this  full  uniform  price  to  him. 

The  order  must  contain  provisions  of 
this  kind  which  serve  to  adequately  re¬ 
late  to  the  total  scheme  of  regulation 
that  milk  received  by  regulated  handlers 
which  is  not  subject  to  full  regulation. 
Otherwise,  the  very  existence  of  the  mar¬ 
ket  pool  order  may  establish  the  condi¬ 
tion  which  makes  impractical  the  attain¬ 
ment  of  the  regulatory  objective  of 
stabilizing  the  market  in  the  manner 
prescribed  by  the  statute.  Consequently, 
the  Secretary  must  protect,  to  the  extent 
consistent  with  the  Act,  the  regulatory 
plan  in  any  marketing  area  against  de¬ 
feat  or  impairment  because  of  the  intro¬ 
duction  into  the  marketing  area  of  milk 
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from  unregulated  sources  which  is  not 
subject  to  full  regulation. 

The  record  indicates  that  little  or  no 
packaged  milk  is  expected  to  be  received 
at  pool  plants  from  unregulated  plants. 
However,  in  case  such  a  contingency 
should  arise  in  the  future,  a  rule  for  deal¬ 
ing  with  it  must  be  provided.  In  the 
absence  of  evidence  as  to  a  specific 
method  of  dealing  with  such  receipts,  it 
should  be  provided  that  packaged  milk 
received  from  an  unregulated  plant  will 
be  treated  the  same  as  bulk  milk. 

Producer -handler  surplus,  reconsti¬ 
tuted  milk,  non-Grade  A  milk.  Certain 
milk  by  its  very  nature  must  be  treated 
as  surplus  when  received  at  market  pool 
plants  regulated  by  a  Federal  order  and, 
therefore,  it  must  be  assigned  a  surplus 
value.  One  such  source  is  milk  received 
at  a  regulated  plant,  in  either  bulk  or 
packaged  form,  from  a  producer-handler 
(under  any  Federal  order).  Another 
source  is  milk  produced  by  the  reconsti¬ 
tution  to  fluid  form  of  manufactured 
dairy  products,  such  as  fluid  skim  milk 
made  by  the  addition  of  water  to  nonfat 
dry  milk.  Still  another  source  is  milk 
of  manufacturing  grade  (non-Grade  A 
milk)  which  is  not  eligible  for  disposition 
for  fluid  consumption  in  the  market.  As 
to  milk  from  these  sources,  a  payment 
into  the  producer-settlement  fund  at  the 
difference  between  the  Class  I  and 
surplus  prices  must  be  required  of  the 
receiving  handler  when  such  milk  is 
allocated  to  Class  I,  following  “down  al¬ 
location”  to  the  extent  it  can  be  absorbed 
in  lower  priced  uses. 

In  this  order  as  in  most  other  orders 
the  producer-handler  is  exempt  from 
the  pooling  and  pricing  provisions.  This 
exemption  is  based  on  the  principle  that 
the  producer-handler  assumes  the  bur¬ 
den  of  disposing  of  his  milk  supplies  in 
excess  of  his  Class  I  milk  needs.  Being 
exempt  from  these  provisions  of  the  or¬ 
der  makes  it  possible  for  the  producer- 
handler  to  retain  the  full  return  from 
his  Class  I  sales  of  milk  on  routes  even 
though  such  sales  are  in  competition 
with  regulated  handlers. 

Producer-handlers  are  primarily  en¬ 
gaged  in  the  distribution  of  Class  I  milk. 
Normally  they  do  not  maintain  facilities 
for  processing  and  manufacturing  any 
milk  produced  in  excess  of  the  Class  I 
needs.  Because  of  seasonality  of  milk 
production  and  for  other  reasons,  pro¬ 
ducer-handlers  will  produce  some  milk 
in  excess  of  their  Class  I  needs.  The 
best  available  outlets  for  this  surplus 
milk  usually  are  to  fully  regulated  plants 
in  the  market.  In  view  of  a  producer- 
handler’s  limited  capacity  for  utilizing 
excess  supplies  of  milk,  it  is  often  eco¬ 
nomically  advantageous  for  him  to  dis¬ 
pose  of  such  excesses  at  surplus  prices 
to  regulated  handlers.  Such  milk,  there¬ 
fore,  would  be  available  to  regulated 
handlers  at  surplus  prices.  Under  these 
circumstances,  it  would  not  be  appro- 
innate  to  allow  the  regulated  handler 
credit  from  the  producer -settlement 
fund  at  more  than  a  surplus  price  for 
any  such  purchases. 

Inasmuch  as  a  producer-handler's  ap¬ 
propriate  competitive  relationship  with 
other  handlers  and  with  other  producers 
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depends  upon  the  producer-handler  as¬ 
suming  the  burden  of  his  own  surplus, 
an  equitable  relationship  among  the  sev¬ 
eral  groups  would  not  be  achieved  if  a 
producer-handler  were  allowed  to  dis¬ 
pose  of  his  surplus  and  obtain  the  uni¬ 
form  price  for  such  surplus.  As  long  as 
the  producer-handler  has  the  advantage 
of  enjoying  the  full  benefit  of  his  own 
Class  I  route  sales  without  sharing  them 
with  other  producers  he  should  not  also 
receive  Class  I  benefit  from  a  market 
pool,  at  the  expense  of  producers,  for 
any  of  his  milk  which  he  is  unable  to  sell 
in  such  way.-  Surplus  milk  purchases 
from  producer-handlers  operating  under 
another  order  has  the  same  potential  for 
creating  disorderly  marketing  conditions 
as  surplus  from  producer-handlers  oper¬ 
ating  under  the  same  order.  Therefore, 
no  distinction  in  treatment  for  such  milk 
should  be  provided. 

The  order  should  provide,  therefore, 
that  milk  received  from  producer-han¬ 
dlers  at  a  pool  plant  should  first  be 
assigned  to  Class  n  milk  at  the  pool 
plant.  If  any  is  then  assigned  to  Class  I, 
a  payment  into  the  producer-settlement 
fund  at  the  Class  I  surplus  price  differ¬ 
ence  should  be  applied.  Such  rate  of 
payment  on  receipts  by  federally  regu¬ 
lated  handlers  of  milk  from  producer- 
handlers  was  ratified  by  Congress  at  the 
time  provisions  of  the  Agricultural  Ad¬ 
justment  Act  of  1933,  as  amended  in 
1935,  authorizing  the  issuance  of  milk 
orders,  were  reenacted  by  the  passage  of 
the  Agricultural  Marketing  Agreement 
Act  of  1937.  During  the  period  between 
August  24,  1935,  and  June  3,  1937,  the 
effective  date  of  the  latter  Act,  six  Fed¬ 
eral  milk  orders  were  issued  under  such 
Agricultural  Adjustment  Act.  Two  of 
such  milk  orders  (Greater  Kansas  City, 
Mo.,  and  Fall  River,  Mass.),  placed  in 
effect  during  this  period,  contained  pro¬ 
visions  requiring  handlers  who  used  bulk 
milk  received  from  producer-handlers  in 
other  than  the  lowest  priced  classifica¬ 
tion  to  pay  the  difference  between  the 
class  use  price  and  the  lowest  class  (sur¬ 
plus)  price  for  such  milk  as  part  of  the 
handler’s  total  obligation  for  milk.  Such 
payment  was  distributed,  together  with 
the  classified  value  of  producer  milk  of 
the  handler,  through  the  market  pool* 

A  surplus  value  likewise  is  properly 
assigned  to  reconstituted  milk  (for  in¬ 
stance,  the  result  of  combining  nonfat 
dry  milk  or  condensed  milk  with  water). 
The  products  used  in  such  reconstitution 
process  are  made  from  milk  which  al¬ 
ways  carries  a  manufacturing,  or  surplus 


*7  U.S.C.  sec.  672,  which  contains  the 
codified  language  ol  sec.  4  of  the  Agricultural 
Marketing  Agreement  Act  of  1937,  as  amend¬ 
ed,  states  In  paragraph  (a)  “Nothing  in  this 
Act  shall  be  construed  as  Invalidating  any 
marketing  agreement,  license,  or  order,  or 
any  regulation  relating  to  or  any  provision 
of,  or  any  act  of  the  Secretary  of  Agriculture 
In  connection  with  any  such  agreement,  li¬ 
cense  or  order  which  has  been  executed, 
issued,  approved,  or  done  under  sections 
601-608,  608a,  608b.  608c.  608d-612,  613,  614- 
619,  620.  623,  624  of  this  title,  but  such  mar¬ 
keting  agreements,  licenses,  orders,  regula¬ 
tions.  provisions,  and  acts  are  expressly  rati¬ 
fied,  legalized  and  confirmed. “ 


value.  Producer  milk  used  to  produce 
such  products  is  priced  as  surplus.  Since 
the  milk  used  to  produce  these  products 
is  originally  priced  as  surplus  milk,  pay¬ 
ment  into  the  producer-settlement  fund 
at  the  difference  between  the  Class  I  and 
surplus  price  is  necessary  to  insure  com¬ 
petitive  equity  with  producer  milk  when 
reconstituted  milk  is  used  in  Class  I.  No 
recognition  should  be  given  to  processing 
costs  involved  in  the  manufacture  of  the 
products  derived  from  unregulated  milk 
and  used  in  reconstitution,  since  similar 
costs  are  incurred  in  processing  producer 
milk  into  such  products. 

Nonfat  dry  milk  and  condensed  milk 
also  may  be  added  to  fluid  milk  products 
to  increase  the  nonfat  solids  content  thus 
making  so-called  "fortified”  fluid  milk 
products.  The  incentive  for  handlers  to 
use  nonfat  milk  solids  to  fortify  fluid  milk 
products  arises  from  the  specific  de¬ 
mands  of  consumers.  The  increased 
emphasis  on  low-fat  diets  and  the  high 
nutritional  value  of  nonfat  solids  in  rela¬ 
tion  to  their  weight  have  contributed 
to  the  increased  demand  for  added  non¬ 
fat  solids  in  fluid  milk  products. 

Such  products  are  distinguished  from 
reconstituted  products,  however,  in  that 
the  resulting  volume  of  fluid  product  is 
not  increased  appreciably  since  no  water 
is  added.  The  essential  economic  dif¬ 
ference  in  the  use  of  milk  solids  for  for¬ 
tification  of  fluid  milk  products  versus 
their  use  for  reconstitution  is  recognized 
in  the  class  use  definitions.  The  class 
use  definitions,  which  provide  that  the 
fluid  equivalent  of  the  added  solids  shall 
be  Class  II  (excepting  the  minor  quantity 
of  increase  in  volume  of  the  fortified 
product),  and  the  allocation  provisions 
which  would  assign  the  fluid  equivalent 
of  solids  used  to  Class  n  milk,  accomplish 
appropriate  accounting  and  result  in  a 
proper  obligation  against  the  handler. 

Milk  of  manufacturing  grade  is  not 
eligible  for  fluid  (Class  I)  uses  under  the 
requirements  of  the  health  authorities 
in  the  market.  In  dual-purpose  plants, 
however,  such  milk  could  find  its  way 
into  Class  I  in  the  pool  plant.  The  ap¬ 
propriate  value  which  attaches  to  such 
milk  is  the  surplus  price  because  such 
price  accurately  reflects  its  value  as 
manufacturing  milk  only.  The  manu¬ 
facturing  value  is  the  price  which 
processors  pay  for  this  grade  of  milk. 
Receipts  at  a  market  pool  plant  of  manu¬ 
facturing  grade  milk,  therefore,  should 
be  assigned  first  to  use  in  Class  n.  But 
should  any  manufacturing  grade  milk 
be  assigned  to  Class  I,  a  payment  into 
the  producer-settlement  fund  at  the  dif¬ 
ference  between  the  Class  I  and  surplus 
prices  likewise  would  be  necessary  to  re¬ 
move  the  competitive  advantage  this 
milk  would  have  in  relation  to  producer 
milk.  Health  authorities  require  that 
the  source  of  milk  eligible  for  fluid  con¬ 
sumption  (Grade  A  milk)  must  be  iden¬ 
tified.  Any  receipts  from  unidentifiable 
sources  must  therefore  be  treated  as  milk 
of  manufacturing  grade. 

Receipts  from  other  order  plants. 
The  order  should  provide  for  the  assign¬ 
ment  to  Class  I  (i.e.,  to  be  deducted  from 
gross  Class  I  milk  in  the  receiving  plant) 
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of  98  percent  of  packaged  fluid  milk 
products  received  from  a  fully  regulated 
plant  under  another  order.  The  remain¬ 
ing  2  percent  should  be  assigned  to  Class 
n.  The  2  percent  may  be  considered  as 
a  safeguard  against  possible  “overassign¬ 
ment”  of  milk  to  Class  I  in  the  originat¬ 
ing  market  (i.e.,  the  assignment  to  such 
market  of  a  transferred  quantity  which 
is  greater,  from  a  practical  standpoint, 
than  normally  can  be  disposed  of  as  Class 
I  in  the  receiving  market).  Since  it  is 
reasonable  to  expect  some  route  returns 
will  be  associated  with  intermarket 
transfers  just  as  there  are  in  connection 
with  milk  locally  processed  in  the  receiv¬ 
ing  market,  a  small  allowance  of  2  per¬ 
cent  for  such  returns,  which  must  fall 
into  surplus  use,  should  be  included  to 
avoid  such  overassignment  in  Class  I. 

Piior  to  amendments  to  orders  effec¬ 
tive  August  1,  1964,  a  variety  of  classifi¬ 
cation  methods  had  applied  to  intermar¬ 
ket  transfers  of  bulk  milk.  Such  a 
variety  of  methods  could  not  achieve  the 
objective  of  appropriately  integrating 
into  the  respective  regulatory  schemes  in 
a  uniform  and  consistent  way  intermar¬ 
ket  shipments  of  regulated  milk.  Fol¬ 
lowing  the  pattern  of  such  amendments, 
“surplus”  classification  (Class  n  milk) 
should  apply  whenever  the  parties  in¬ 
volved  agree  that  the  shipment  is  for 
manufacturing  use  in  the  second  market. 
A  higher  classification  would  result  only 
when  it  is  found,  on  verification,  that 
some  portion  of  the  milk  could  not  have 
been  used  for  manufacturing  uses.  This 
portion  would  then  be  reclassified  as 
Class  I. 

Interorder  shipments  of  bulk  milk 
which  are  not  classified  as  Class  n  by 
agreement  should  be  classified  as  Class 
I  and  Class  II  on  the  basis  of  the  market- 
wide  utilization  of  producer  milk.  Such 
classification  should  be  limited,  however, 
so  that  the  quantity  of  milk  assigned  to 
Class  n  is  not  greater  than  the  receiv¬ 
ing  handler  has  utilized  as  Class  II. 

The  order  should  not  provide  for  mar¬ 
ketwide  proration  of  milk  received  from 
another  order  plant  when  the  receiving 
handler  has  a  greater  proportion  of  milk 
in  Class  n  than  the  average  in  the  re¬ 
ceiving  market.  Marketwide  proratlon 
of  receipts  of  milk  from  other  markets 
is  designed  to  deal  primarily  with  milk 
received  by  a  handler  who  is  supplement¬ 
ing  his  local  supply  for  Class  I  use. 
Marketwide  proration  would  tend  to  en¬ 
courage  unduly  and  uneconomically  the 
importation  of  milk  by  a  handler  with  a 
higher  proportion  of  milk  in  Class  n 
than  the  market  average  because  it 
would  assign  a  disproportionate  share  of 
local  producers’  milk  to  Class  n. 

The  particular  classification  which  is 
given  to  bulk  transfers  from  other  orders 
will  be  within  the  control  of  the  receiving 
handler  and  there  will  be  no  monetary 
obligation  placed  on  him  for  this  milk 
by  the  receiving  market  order.  Inas¬ 
much  as  other  Federal  orders  from 
which  milk  might  be  received  have  pro¬ 
visions  corresponding  to  those  herein 
adopted,  the  situation  will  not  arise 
where  milk  transferred  would  be  classi¬ 
fied  as  Class  I  in  the  shipping  market 
and  Class  n  in  this  market  since  the 


same  classification  would  apply  in  both 
markets. 

Assigning  the  bulk  receipts  from  other 
order  plants  to  the  handler’s  system 
utilization  will  prevent  a  handler  with 
more  than  one  plant  from  discriminating 
against  either  his  own  producers  or  those 
supplying  the  other  Federal  order  mar¬ 
ket  by  importing  milk  not  serving  a  bona 
fide  ,  need  for  Class  I  use.  It  should  be 
provided,  therefore,  that  assignments  of 
interorder  bulk  milk  should  be  made  over 
all  utilization  of  milk  at  all  the  handler’s 
regulated  plants  in  the  receiving  market. 
In  this  order  allocation  is  on  a  plant-by¬ 
plant  basis.  Accordingly,  provision  is 
made  herein  that  the  allocation  of  bulk 
receipts  from  other  orders  at  a  plant 
shall  be  on  a  system  basis,  irrespective 
of  individual-plant  accounting  for  other 
purposes  of  the  order. 

Handlers  who  receive  milk  from  other 
orders  or  from  unregulated  plants  should 
be  precluded  from  transferring  such  milk 
to  regulated  plants  of  other  handlers  at 
a  utilization  higher  than  would  have  re¬ 
sulted  from  a  direct  receipt  at  the  second 
plant.  Unless  the  order  so  provides  it 
would  be  possible  to  use  a  plant  with  high 
Class  I  utilization  as  a  conduit  for  re¬ 
ceiving  milk  from  plants  subject  to  other 
orders  and  avoid  the  allocation  provi¬ 
sions  of  the  order  which  apply  to  milk 
received  directly  from  other  orders  and 
from  unregulated  plants. 

In  any  month  in  which  bulk  milk  is 
received  in  the  market  (without  agree¬ 
ment  as  to  Class  n  classification  on  the 
part  of  the  handlers  involved  in  the 
transfer)  it  will  be  necessary  that  the 
administrator  in  the  shipping  market 
know  the  classification  of  such  milk  on 
or  about  the  date  when  handler  reports 
are  due  under  that  order.  Since  the  re¬ 
porting  dates  under  orders  are  very  simi¬ 
lar,  it  is  possible  the  market  administra¬ 
tor  may  not  have  complete  information 
to  compute  his  exact  marketwide  utili¬ 
zation  of  producer  milk  by  the  time  the 
classification  of  a  transfer  is  needed  by 
the  administrator  in  the  shipping  mar¬ 
ket.  It  is  provided,  therefore,  that,  when 
necessary,  the  market  administrator  will 
estimate  the  marketwide  utilization  of 
producer  milk  for  purposes  of  determin¬ 
ing  the  allocation  of  bulk  milk  received 
from  other  orders.  It  is  provided,  that 
such  estimate  will  be  made  and  publicly 
announced  to  the  nearest  whole  percent¬ 
age  and,  for  this  purpose  will  be  final. 

Federal  orders  generally  provide  that 
the  administrator  of  any  order  receiving 
bulk  milk  from  an  other  Federal  order 
will  promptly  notify  the  administrator 
of  the  shipping  market  of  the  allocation 
of  such  milk  so  that  a  compatible  classi¬ 
fication  on  such  milk  may  be  applied 
-under  the  shipping  orders.  Information 
as  to  the  classification  of  such  milk  must 
be  passed  on  by  the  respective  admin¬ 
istrators  to  the  handlers  involved  so  that 
handlers  may  know  the  basis  of  their 
obligation  on  such  milk.  This  order 
should  provide  similarly  for  such  inter¬ 
change  of  information. 

Situations  may  arise  where  plants  sub¬ 
ject  to  this  and  another  Federal  order 
ship  milk  back  and  forth  during  the  same 
month  (i.e.,  each  plant  ships  milk  to 


the  other  plant).  If  such  shipments 
are  of  a  similar  nature  (packaged  milk, 
bulk  milk  designated  for  surplus  dis¬ 
posal,  or  bulk  milk  not  so  designated) 
only  transfers  of  milk  between  two  plants 
which  are  not  offset  by  an  equal  quantity 
of  milk  received  from  the  second  plant 
need  be  considered.  Since  the  classi¬ 
fication  of  this  milk  in  the  shipping  mar¬ 
ket  is  based  upon  its  allocation  in  the 
receiving  market,  only  the  net  difference 
in  transferred  quantities  (in  terms  of 
butterfat  and  skim  milk  separately  as 
may  be  necessary)  need  be  allocated  in 
the  receiving  market.  Otherwise,  from 
a  mechanical  standpoint,  neither  market 
could  allocate  receipts  of  milk  to  classes 
until  all  milk  had  been  classified,  in¬ 
cluding  the  shipment  to  the  other 
market. 

(c)  Class  prices.  Minimum  class 
prices  should  be  established  at  a  level 
which  will  assure  the  maintenance  of 
an  adequate,  but  not  excessive,  supply  of 
quality  milk  for  the  local  fluid  market, 
and  at  the  same  time  assure  the  orderly 
disposition  of  the  necessary  market  re¬ 
serve  supply. 

The  price  for  Class  I  milk  should  be 
computed  by  adding  to  a  basic  formula 
price  $1.39  during  each  of  the  months 
of  Aiigust  through  November,  $0.99  dur¬ 
ing  each  of  the  months  of  March  through 
June,  and  $1.19  in  other  months,  sub¬ 
ject  to  the  equivalent  price  factor  of 
minus  24  cents  equal  to  the  supply- 
demand  adjustment  under  the  Chicago 
order  at  the  time  prior  to  the  order’s 
suspension.  It  should  be  provided,  how¬ 
ever,  that  the  Class  I  price  shall  be  not 
less  than  the  St.  Louis  order  Class  I 
price  less  21  cents.  This  pricing  for¬ 
mula  should  be  adopted  on  a  temporary 
basis  for  the  first  18  months  for  which 
the  order  is  effective. 

This  method  of  determining  the  Class 
I  price  by  adding  seasonal  differentials 
to  a  basic  formula  price  gives  appropriate 
reflection  of  the  economic  factors  under¬ 
lying  changes  in  the  general  level  of 
prices  for  milk  and  manufactured  dairy 
products.  Because  the  market  for 
manufactured  dairy  products  is  nation¬ 
wide,  prices  for  such  products  and  the 
milk  used  in  them  reflect  to  a  large  ex¬ 
tent  changes  in  general  economic  condi¬ 
tions  affecting  the  supply  and  demand 
for  milk.  By  using  manufacturing  milk 
prices  as  a  formula  factor  in  determining 
Class  I  prices  it  is  possible  to  reflect  such 
general  economic  factors  automatically 
in  the  Class  I  price. 

The  basic  formula  price  to  be  used  in 
establishing  the  Class  I  price  should  be 
the  average  price  paid  for  manufactur¬ 
ing  grade  milk  in  Minnesota  and  Wiscon¬ 
sin  for  the  preceding  month  as  reported 
by  the  Department.  Prices  paid  by  a 
large  number  of  plants  in  these  two 
States  are  reported  to  the  Department  on 
the  basis  of  the  actual  butterfat  tests  of 
milk  received.  The  average  price  should 
be  adjusted  to  a  3.5  percent  butterfat 
test  by  a  differential  obtained  by  multi¬ 
plying  the  Chicago  butter  price  by  0.120. 
This  butterfat  differential  is  reflective  of 
the  value  of 'butterfat  at  plants  in  this 
two-state  region.  This  price  series  is 
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now  in  general  use  in  Federal  order  mar¬ 
kets  and  its  use  here  will  facilitate  align¬ 
ment  of  prices  in  this  market  with  prices 
in  surrounding  order  markets. 

A  differential  over  manufacturing  milk 
prices  is  necessary  to  cover  the  extra 
cost  of  meeting  quality  requirements  in 
the  production  of  milk  and  to  compen¬ 
sate  for  transportation  costs  to  the  fluid 
market  where  such  milk  is  consumed. 
Tiie  differential  thus  provides  a  neces¬ 
sary  incentive  for  dairy  farmers  to  pro¬ 
duce  and  deliver  an  adequate  supply  of 
pure  and  wholesome  milk  to  meet  con¬ 
sumer  demands. 

The  various  proposals  made  at  the 
hearing  would  provide  a  Class  I  price 
formula  using  such  basic  formula  price 
plus  varying  amounts  of  differentials. 
The  eight  cooperative  associations  pro¬ 
posed  a  Class  I  price  formula  using  the 
same  differentials  over  basic  formula  as 
adopted  herein,  and  including  the 
Chicago  order  supply-demand  adjust¬ 
ment.  A  Peoria  handler  proposed  a  price 
level  9  cents  less. 

The  Class  I  price  should  be  sufficiently 
higher  than  the  basic  formula  price  to 
induce  farmers  to  produce  an  adequate 
supply  of  qualified  milk  for  the  market. 
The  Class  I  price  should  also  have  a  rea¬ 
sonable  relationship  to  Class  I  price 
levels  in  other  markets  of  the  region. 
Because  the  sources  of  supply  for  this 
market  in  many  instances  are  contiguous 
or  overlapping  with  those  of  existing 
Federal  order  markets,  there  is  a  sub¬ 
stantial  inter-market  relationship  of 
supply  and  demand  conditions,  and 
therefore  a  close  similarity  of  Class  I 
price  levels  is  desirable.  Such  other 
markets  are  outlets  for  many  of  the  pro¬ 
ducers  who  would  be  supplying  this  mar¬ 
ket.  Also,  milk  supplies  priced  under 
orders  in  nearby  markets  represent  al¬ 
ternative  sources  of  supply  for  this 
market.  Accordingly,  a  comparison  of 
the  proposed  Class  I  price  level  for  the 
Central  Illinois  marketing  area  with 
Class  I  prices  in  surrounding  Federal  or¬ 
der  markets  gives  a  basis  for  judgment  of 
an  appropriate  price  level  for  this  mar¬ 
ket.  This  comparison  is  made  on  the 
basis  of  an  estimated  cost  of  Class  I  milk 
priced  under  other  orders  and  delivered 
to  Peoria.  After  such  a  temporary 
period  a  reappraisal  of  Class  I  price 
levels  should  be  made. 

In  addition,  it  is  necessary  that  the 
Class  I  price  each  month  in  the  Central 
Illinois  market  be  related  to  the  Class  I 
price  in  the  St.  Louis  and  Suburban  St. 
Louis  markets. 

In  the  following  table  the  estimated 
cost  of  milk  which  might  be  delivered  to 
Peoria  from  other  markets  was  arrived 
at  by  adding  to  the  Class  I  prices  of  the 
other  markets  a  transportation  factor  of 
1.5  cents  per  hundredweight  per  10  miles. 
This  rate  is  the  same  as  that  on  which 
the  order  location  differentials  are  based. 
The  same  equivalent  price  factor,  minus 
24  cents,  is  presently  effective  in  the 
Madison,  Wis.;  Quad  Cities  and  Rock 
River  orders  as  would  be  used  in  the 
Central  Illinois  order.  Official  notice  is 
taken  of  the  determination  of  equivalent 
prices  for  use  in  computing  prices  for 


Class  I  milk  issued  April  8,  1966  (  31  F.R. 
5685). 


Market 

Annual 

average 

differ¬ 

ential 

Approil- 

mate 

mileage  to 
Peoria, 
111.1 

Trans¬ 
porta¬ 
tion 
cost  > 

Total 

Chicago,  Ill . 

$1.00 

152 

(emit) 

23 

$1.23 

Madison,  Wis... 

.90 

193 

29 

1. 17 

Quad  Cities: 

at  Rock  Island. 

1.10 

100 

15 

1.25 

at  Dubuque... 

1.00 

168 

26 

1.28 

Rock  River  at 

Rockford . . 

.92 

128 

20 

1.12 

>  Mileage  based  on  “Standard  Highway  Guide”  Rand 
McNally  and  Co.,  Copyright  1961. 

»  Transportation  cost  based  on  1.8  cents  per  hundred¬ 
weight  for  each  10  miles  of  distance. 

From  the  comparisons  shown  in  the 
table  it  is  concluded  that  the  annual 
average  Class  I  price  differential  herein 
recommended  for  the  proposed  Central 
Illinois  market  would  be  in  reasonable 
relationship  to  the  annual  average  differ¬ 
entials  in  these  other  nearby  markets. 

The  marketing  conditions  in  the  pro¬ 
posed  Central  Illinois  marketing  area  are 
substantially  related  to  the  marketing 
conditions  in  the  proposed  Southern  Illi¬ 
nois  marketing  area  and  the  St.  Louis 
marketing  area.  Several  of  the  handlers 
regulated  under  each  of  the  proposed 
Central  Illinois  and  Southern  Illinois 
orders  dispose  of  substantial  quantities  of 
milk  regulated  under  the  other  order. 
Also,  supplies  of  milk  are  procured  by 
Southern  Illinois  handlers  from  areas  to 
the  north  and  northwest  of  th»  Central 
Illinois  marketing  area.  It  is  reasonable 
to  expect  that  such  supplies  would  also 
be  available  to  Central  Illinois  handlers. 
Further,  marketing  conditions  in  the 
proposed  Southern  Illinois  marketing 
area  would  be  influenced  by  supply  and 
demand  conditions  in  the  St.  Louis  mar¬ 
ket  since  there  is  substantial  overlapping 
of  procurement  and  sales.  The  supply- 
demand  adjustment  of  the  St.  Louis 
order  is  presently  reflected  in  the  Sub¬ 
urban  St.  Louis  order  Class  I  price  and 
would  be  part  of  the  price  under  the 
Southern  Illinois  order.  Because  of 
these  substantial  intermarket  relation¬ 
ships,  the  Central  Illinois  Class  I  price 
order  should  bear  a  direct  relationship 
to  the  St.  Louis  order  Class  I  price  for 
the  initial  temporary  period.  It  should 
be  provided  that  the  Central  Illinois 
Class  I  price  in  each  month  shall  be  not 
less  than  the  St.  Louis  order  Class  I  price 
less  21  cents.  This  is  the  difference  be¬ 
tween  the  annual  average  differentials. 

The  seasonal  changes  in  the  Class  I 
differentials  will  be  the  same  as  in  the 
St.  Louis  and  Suburan  St.  Louis  markets. 
Similar  seasonal  pricing  is  used  in  other 
nearby  markets  in  Illinois,  Wisconsin, 
and  Iowa.  This  pricing,  therefore,  will 
be  favorable  to  intermarket  alignment 
as  well  as  giving  incentive  to  producers 
for  even  production.  Class  I  price  pro¬ 
visions  for  the  Central  Illinois  order 
adopted  herein  should  be  effective  for  the 
first  18  months  of  the  order.  Prices  for 
subsequent  periods  should  be  based  upon 
a  further  examination  of  marketing  con¬ 
ditions. 


Class  II  price.  The  price  for  Class  n 
milk  should  be  the  average  price  per 
hundredweight  for  manufacturing  grade 
milk,  f  .o.b.  plants  in  Minnesota  and  Wis¬ 
consin,  as  reported  by  the  UJS.  Depart¬ 
ment  of  Agriculture  adjusted  to  a  3.5 
percent  butterfat  test.  The  Minnesota- 
Wisconsin  price  reflects  the  value  of 
manufacturing  milk  in  the  major  milk 
production  areas  of  the  United  States. 
Because  manufactured  milk  products 
compete  on  a  national  basis,  it  is  impor¬ 
tant  that  the  price  for  surplus  use  in  the 
Central  Illinois  market  be  in  close  align¬ 
ment  with  milk  similarly  used  in  other 
parts  of  the  Nation. 

The  Class  II  price  level  should  be  high 
enough  to  reflect  the  full  value  of  pro¬ 
ducer  milk  disposed  of  in  manufacturing 
uses  yet  not  exceed  the  level  at  which 
market  reserve  milk  can  be  moved  to 
manufacturing  outlets  in  orderly  fashion. 
Too  high  a  Class  II  price  will  result  in 
handlers’  unwillingness  to  accept  quan¬ 
tities  of  milk  in  excess  of  their  Class  I 
needs.  Too  low  a  Class  n  price  on  the 
other  hand  will  encourage  handlers  to 
seek  milk  supplies  solely  for  the  purpose 
of  converting  them  into  Class  n  prod¬ 
ucts. 

In  the  proposed  Central  Illinois  mar¬ 
ket  cooperative  associations  control  a 
large  portion  of  the  movement  of  milk 
supplies  to  handlers  and  arrange  for  the 
disposal  of  reserve  milk.  The  coopera¬ 
tive  associations  proposed  that  the  Class 
n  price  be  set  at  the  level  of  the  Min¬ 
nesota- Wisconsin  manufacturing  milk 
price  series. 

A  Peoria  handler  proposed  that  the 
Class  n  price  during  the  months  of 
March  through  June  be  set  at  the  Min¬ 
nesota- Wisconsin  price  less  15  cents  since 
somewhat  greater  volumes  will  have  to  be 
handled  during  this  period. 

It  is  expected  that  a  substantial  por¬ 
tion  of  the  Class  n  utilization  of  the  Cen¬ 
tral  Illinois  market  will  be  in  such  prod¬ 
ucts  as  cottage  cheese  and  ice  cream. 
The  proprietary  handler  at  Peoria  who 
proposed  the  15 -cent  reduction  in  the 
Class  n  price  during  March  through  June 
indicated  that  difficulties  might  be  en¬ 
countered  in  disposing  of  producer  milk 
during  these  months  at  the  Minnesota - 
Wisconsin  price  level. 

Numerous  outlets  for  surplus  milk  exist 
in  nearby  Wisconsin.  This  handler  testi¬ 
fied  that  he  has  diverted  surplus  milk  to 
Wisconsin  plants  in  the  months  of  flush 
production  including  affiliated  cheese 
plants.  It  was  also  disclosed  that  a  num¬ 
ber  of  manufacturing  facilities  in  the 
State  of  Illinois  not  only  pay  the  Min- 
nesota-Wisconsin  price  but  also  pay 
some  premium  for  manufacturing  milk. 
One  of  these  plants  is  located  nearby  at 
Minonk,  HI.,  and  another  at  Forrest,  HI. 
Still  smother  outlet  paying  a  substantial 
premium  for  surplus  milk  is  located  at 
Greenville,  ni„  where  such  milk  is  utilized 
in  dietary  products. 

At  the  hearing,  none  of  the  other  han¬ 
dlers  expected  to  be  handling  Class  n 
milk  objected  to  the  use  of  the  Minne- 
sota-Wisconsin  price  series. 

The  Minnesota- Wisconsin  price  is  the 
Class  n  price  in  a  number  of  Federal 
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milk  orders.  It  has  been  adopted  as  the 
Class  n  price  in  the  nearby  markets  of 
St.  Louis  and  Suburban  St.  Louis.  This 
price  is  also  herein  recommended  for  the 
proposed  Southern  Illinois  order. 

Official  notice  is  taken  of  the  Under 
Secretary’s  decision  issued  February  21, 
1963  (27  F.R.  1802)  describing  the  Wis¬ 
consin  price  series.  The  price  for  manu¬ 
facturing  grade  milk  in  the  two-State 
area  of  Minnesota  and  Wisconsin  is  is¬ 
sued  by  the  State-Federal  Crop  Report¬ 
ing  Service  on  about  the  5th  day  of  each 
month  for  milk  received  at  manufactur¬ 
ing  plants  in  these  States  in  the  previous 
month.  Plant  operators  report  the  total 
pounds  of  manufacturing  grade  milk  re¬ 
ceived  from  farmers,  the  butterfat  con¬ 
tent,  and  total  money  paid  to  farmers 
for  the  milk.  The  two-State  area  is  one 
in  which  there  is  a  heavy  concentration 
of  manufacturing  grade  milk  and  where 
many  plants  are  competing  for  such 
supply.  In  Minnesota  about  83  percent 
of  the  milk  sold  off  farms  is  manu¬ 
facturing  grade  and  in  Wisconsin,  about 
58  percent.  About  50  percent  of  the 
manufacturing  grade  milk  sold  off  farms 
in  the  United  States  is  produced  in  these 
two  States. 

The  Minnesota -Wisconsin  price  series 
therefore  provides  a  sound  basis  for  de¬ 
termining  the  value  of  manufacturing 
milk.  It  is  representative  of  prices  paid 
to  farmers  for  about  half  of  the  manu¬ 
facturing  grade  milk  produced  In  the 
country.  It  is  a  price  level  determined 
by  competitive  conditions  which  are 
affected  by  demand  in  all  of  the  major 
uses  of  manufactured  dairy  products. 
The  system  of  reporting  this  price  has 
been  developed  so  that  a  reliable  average 
price  is  available  promptly. 

The  manufacturing  milk  price  for  the 
two-State  area  is  reported  by  the  De¬ 
partment  as  the  price  at  actual  butterfat 
test.  The  announced  price  is  adjusted 
to  the  3.5  percent  butterfat  test  used  in 
the  orders  by  means  of  a  butterfat  differ¬ 
ential  equal  to  0.12  times  the  average 
wholesale  for  92-score  butter  at  Chicago. 

It  is  expected  that  the  proponent  co¬ 
operative  associations  as  well  as  pro¬ 
prietary  handlers  will  be  able  to  dispose 
of  reserve  milk  to  nearby  manufacturing 
plants  at  the  resulting  Class  II  prices. 
Adoption  of  this  price  formula  will  as¬ 
sure  producers  that  they  will  be  returned 
a  full  value  for  reserve  milk. 

Butterfat  differentials.  Milk  in  each 
class  is  priced  to  handlers  at  a  basic 
test  of  3.5  percent,  subject  to  adjustment 
for  variations  in  the  proportions  of  skim 
milk  and  butterfat  used  in  each  class. 
This  is  accomplished  by  adjusting  the 
class  prices  to  each  handler  by  appropri¬ 
ate  butterfat  differentials. 

The  value  resulting  from  multiplying 
the  Chicago  butter  price  by  0.12  for  Class 
I  milk  and  0.115  for  Class  n  milk  will 
provide  an  appropriate  means  for  adjust¬ 
ing  the  prices  in  the  market  for  each 
one-tenth  percent  variation  in  the  but¬ 
terfat  content  of  milk  used  in  various 
products.  The  Chicago  butter  price  as 
a  basis  for  establishing  butterfat  differ¬ 
entials  will  provide  assurance  for  both 
producers  and  handlers  that  such  differ¬ 
entials  reflect  changes  in  the  butterfat 
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values  on  the  national  market.  The 
applicable  factors  of  0.12  and  0.115  have 
been  found  acceptable  in  nearby  Sub¬ 
urban  St.  Louis  and  St.  Louis  markets 
as  representing  the  value  of  butterfat  in 
each  class  and  would  apply  appropriately 
in  this  market.  These  butterfat  differ¬ 
entials  were  supported  at  the  hearing  by 
the  proponent  cooperative  associations 
without  objection  from  handlers. 

The  butterfat  differential  used  in 
making  payments  to  producers  should 
be  calculated  at  the  average  value  for 
use  of  producer  butterfat  in  the  two 
classes.  This  would  be  the  average  of 
the  Class  I  and  Class  II  butterfat  differ¬ 
entials  weighted  by  the  proportion  of 
butterfat  in  producer  milk  classified  in 
each  class.  Thus,  producer  returns  for 
butterfat  will  reflect  changes  in  the  use 
of  their  butterfat  in  each  class.  The  pro¬ 
ducer  butterfat  differential  does  not  af¬ 
fect  a  handler’s  obligation  and  its  sole 
purpose  is  to  prorate  returns  among  pro¬ 
ducers  to  the  extent  their  milk  differs 
from  the  basic  3.5  percent  butterfat  test. 

Location  adjustments.  The  Class  I 
and  uniform  prices  should  be  adjusted 
based  on  the  location  of  the  plant  at 
which  the  milk  is  received. 

Fluid  milk  products,  because  of  their 
bulky,  perishable  nature,  incur  a  rela¬ 
tively  high  transportation  cost.  In  the 
case  of  producer  milk  received  at  a  plant 
distant  from  the  market,  the  handler 
must  incur  the  transportation  cost  in 
moving  the  milk  to  the  market.  Under 
these  conditions,  the  value  is  thereby 
reduced  compared  to  milk  delivered  to 
the  market.  Providing  location  differ¬ 
entials  based  on  the  cost  of  moving  milk 
to  the  market  is  therefore  necessary  to 
equalize  the  cost  of  milk  to  handlers  who 
receive  milk  at  various  distances  from 
the  market.  , 

Within  the  State  of  Illinois  and  the 
areas  south  of  the  northernmost  bound¬ 
aries  of  the  counties  of  Henderson, 
Warren,  Knox,  Stark,  Marshall,  Living¬ 
ston,  Ford,  and  Iroquois  milk  can  move 
efficiently  from  farms  directly  to  pool 
plants  distributing  within  the  marketing 
area.  It  is  not  possible  within  this  area 
to  distinguish  difference  in  value  of  milk 
due  to  cost  of  moving  milk  to  market 
since  the  competitive  procurement  ac¬ 
tivities  of  handlers  requires  the  same 
Class  I  price  level.  In  this  area,  there¬ 
fore,  no  location  adjustment  will  be  ap¬ 
plicable.  Further,  since  additional  milk 
supplies  would  normally  not  be  obtained 
from  areas  where  milk  is  more  costly, 
location  deductions  would  not  apply  in 
the  State  of  Illinois  to  the  south  of  the 
marketing  area. 

For  milk  received  at  a  plant  located 
outside  the  State  of  Illinois,  or  in  the 
State  of  Illinois  but  north  of  the  north¬ 
ernmost  boundaries  of  the  counties  of 
Henderson,  Warren,  Knox,  Stark,  Mar¬ 
shall.  Livingston,  Ford,  and  Iroquois 
location  adjustments  should  be  applica¬ 
ble.  Such  adjustments  should  apply  to 
milk  classified  as  Class  I  and  to  fluid 
milk  products  transferred  from  such 
plant  to  another  pool  plant  as  Class  I 
milk.  The  Class  I  price  applicable  at 
such  plants  should  be  reduced  7.5  cents 
if  such  plant  is  50  miles  or  more  from 
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the  City  Hall  in  Peoria,  Ill.,  plus  an  addi¬ 
tional  1.5  cents  for  each  10  miles  or 
fraction  thereof  that  such  distance  ex¬ 
ceeds  60  miles.  The  location  differential 
rates  herein  proposed  represent  the  ap¬ 
proximate  cost  of  transporting  milk  to 
market  by  efficient  means.  The  rate  of 
1.5  cents  per  10  miles  is  a  rate  generally 
accepted  for  use  in  Federal  milk  orders. 
In  addition,  these  location  adjustments 
will  be  compatible  with  those  herein  rec¬ 
ommended  for  the  proposed  Southern 
Illinois  order,  including  the  zone  price 
structure  herein  recommended  for  that 
order.  It  will  also  provide  prices  at 
plants  at  various  locations  which  are  in 
alignment  with  prices  in  other  nearby 
markets. 

Uniform  prices  to  be  paid  producers 
supplying  plants  at  which  location  dif¬ 
ferentials  are  applicable  should  likewise 
be  adjusted  to  reflect  the  value  of  the 
milk  at  the  point  to  which  the  milk  is 
delivered. 

No  location  adjustment  should  apply 
to  Class  II  milk.  The  cost  involved  in 
moving  manufactured  products  is  minor 
relative  to  the  cost  involved  in  moving 
whole  milk.  Manufactured  dairy  prod¬ 
ucts  are  much  less  perishable  and  the 
components  of  manufactured  products 
are  usually  in  concentrated  form.  Ac¬ 
cordingly,  there  is  little  value  in  the  milk 
used  for  manufacturing  purposes  which 
can  be  equated  to  plant  location.- 

Since  the  supply  of  Grade  A  milk  at 
pool  plants  in  the  marketing  area  is  not 
adequate  at  all  times  to  supply  the  de¬ 
mand  for  fluid  milk  products,  some 
tolerance  should  be  allowed  in  the  as¬ 
signment  to  Class  I  of  milk  brought  in 
from  supply  plants.  In  calculating  the 
location  adjustment,  transfers  may  be 
assigned  to  Class  I  only  to  the  extent  that 
105  percent  of  Class  I  disposition  at  the 
transferee  plant  exceeds  the  sum  of  re¬ 
ceipts  at  such  plant  from  producers  and 
cooperative  associations  and  the  volume 
assigned  as  Class  I  to  receipts  from  other 
order  plants  and  unregulated  supply 
plants.  Such  assignment  to  transferor 
plants  shall  be  made  first  to  plants  at 
which  no  location  adjustment  credit  is 
applicable  and  then  in  sequence  begin¬ 
ning  with  the  plants  at  which  the 
lowest  rate  of  such  adjustment  credit 
would  apply.  It  is  not  necessary  to  pro¬ 
vide  a  greater  tolerance  as  proposed  by 
one  handler  for  assignment  of  trans¬ 
ferred  milk  to  Class  I  disposition  at 
the  receiving  plant.  It  should  be  pos¬ 
sible  with  reasonably  efficient  procure¬ 
ment  arrangements  to  avoid  receipt  of 
milk  from  regulated  supply  plants  in  a 
manner  which  would  cause  assignment  of 
such  milk  to  Class  n  to  an  extent  which 
might  be  burdensome  to  the  handler. 
Most  milk  in  this  market  is  received  di¬ 
rect  from  farms  rather  than  supply 
plants. 

Producers  proposed  that  the  applica¬ 
tion  of  location  credit  give  milk  trans¬ 
ferred  from  other  pool  plants  priority 
over  other  order  and  unregulated  supply 
plant  milk.  It  was  held  that  such  as¬ 
signment  would  give  a  broader  applica¬ 
tion  of  the  ^principle  that  milk  from 
nearest  available  sources  be  considered  as 
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first  in  assignment  to  Class  I  of  the  re¬ 
ceiving  plant.  This  proposal  is  not 
adopted  since  it  would  contradict  the 
pro  rata  assignment  to  Class  I  of  milk 
from  unregulated  supply  plants  as  pro¬ 
vided  in  the  allocation  provisions.  Re¬ 
moval  of  location  credit  on  such  milk 
could  cause  a  variation  in  the  application 
of  rates  of  compensatory  payment. 

Use  of  equivalent  prices.  If  for  any 
reason  a  price  quotation  required  by  the 
order  for  computing  class  prices  or  for 
other  purposes  is  not  available  in  the 
manner  described,  the  market  adminis¬ 
trator  should  use  a  price  determined  by 
the  Secretary  to  be  equivalent  to  the  price 
which  is  required.  Including  such  pro¬ 
vision  in  the  order  will  leave  no  uncer¬ 
tainty  with  respect  to  the  procedure 
which  shall  be  followed  in  the  absence  of 
any  price  quotations  which  are  custom¬ 
arily  used  and  thereby  will  prevent 
any  unnecessary  interruption  in  the  op¬ 
eration  of  the  order. 

(d)  Distribution  of  proceeds  to  pro¬ 
ducers.  The  order  should  contain  pro¬ 
visions  which  describe  the  means 
whereby  payments  made  by  handlers  for 
milk  at  class  prices  are  converted  to 
uniform  prices  to  be  paid  to  producers. 
The  provision  should  specify  also  the 
terms  under  which  such  payments  must 
be  made. 

The  order  should  provide  for  market¬ 
wide  pooling  of  the  value  of  producer 
milk  used  by  all  handlers.  Under  a 
marketwide  pool,  the  total  money  obliga¬ 
tion  of  all  handlers  in  the  market  is 
combined  to  compute  a  uniform  price 
applicable  to  all  producer  milk. 

To  accomplish  this  purpose  it  is 
necessary  that  there  be  an  exchange  of 
money  among  handlers  such  that  each 
handler  is  enabled  to  pay  the  market¬ 
wide  uniform  price.  The  transfer  of 
money  would  be  made  through  a  pro¬ 
ducer-settlement  fund,  as  hereinafter 
discussed,  established  by  the  market  ad¬ 
ministrator.  Each  handler  would  pay 
into  the  producer-settlement  fund  any 
plus  difference  of  the  value  of  his  pro¬ 
ducer  milk  at  class  prices  over  its  value  at 
the  market  uniform  price.  A  handler 
whose  producer  milk  has  a  lesser  value 
at  the  class  prices  than  at  the  market 
uniform  price  would  receive  payment  at 
the  difference  from  the  producer-settle¬ 
ment  fund.  This  arrangement  enables 
each  handler  to  pay  the  uniform  price  to 
producers.  This  operation  of  marketwide 
pooling  as  applicable  in  this  market 
would  be  subject  to  a  modification  com¬ 
monly  known  as  a  seasonal  incentive  plan 
or  “Louisville  plan"  described  elsewhere 
in  these  findings. 

Marketwide  pooling  was  proposed  by 
the  cooperative  associations  supporting 
the  issuance  of  a  Central  Illinois  order. 
They  preferred  marketwide  pooling  to 
insure  that  each  producer  supplying  the 
market  would  receive  his  pro  rata  share 
of  returns  for  the  Class  I  and  Class  II 
utilization.  Marketwide  pooling  was 
considered  necessary  to  prevent  unequal 
allocation  of  the  burden  of  market  re¬ 
serves  on  certain  groups  of  producers. 

Under  marketwide  pooling  each  pro¬ 
ducer  will  receive  a  uniform  price  for  his 


milk  which  will  reflect  the  average  uti¬ 
lization  of  all  pool  plants  in  the  market. 
Each  handler,  however,  will  pay  for  milk 
in  accordance  with  his  own  use  at  the 
applicable  class  prices. 

The  marketwide  pooling  of  returns  to 
producers  will  promote  efficient  handling 
of  milk  in  the  area.  The  proposed  mar¬ 
keting  area  and  its  supply  area  encom¬ 
pass  a  wide  geographical  territory  in 
which  the  supply  of  milk  readily  avail¬ 
able  for  some  plants  varies  considerably 
from  the  supply  at  others.  Some  plants 
disposing  of  milk  in  the  proposed  mar¬ 
keting  area  have  little,  if  any,  facilities 
for  manufacturing  reserve  milk.  Such 
plants  normally  limit  their  receipts  of 
producer  milk  to  the  quantity  needed  for 
Class  I  in  the  flush  production  months 
and  procure  supplemental  supplies  for 
Class  I  use  during  the  months  of  short 
production.  Other  plants  have  some 
manufacturing  facilities  and  available 
outlets  through  which  they  can  readily 
market  surplus  milk.  Thus,  these  latter 
plants  are  able  to  carry  adequate  supplies 
of  milk  on  a  year-round  basis.  The 
marketwide  pool  will  enable  a  handler 
with  manufacturing  facilities  or  a  co¬ 
operative  association  to  handle  the  re¬ 
serve  supplies  and  to  pay  producers  the 
same  price  as  is  paid  by  handlers  who  do 
not  assume  the  responsibility  of  carrying 
the  necessary  reserve. 

A  marketwide  pool  will  make  it  possible 
for  handlers,  including  cooperative  asso¬ 
ciations,  without  sufficient  manufactur¬ 
ing  facilities  to  divert  reserve  milk  sup¬ 
plies  when  these  are  not  needed  by  pool 
plants  and  yet  return  to  the  producers 
of  such  milk  the  uniform  price.  A  large 
part  of  the  milk  supply  for  handlers  in 
this  market  is  furnished  by  cooperative 
associations.  In  connection  with  ar¬ 
ranging  for  delivery  of  member  milk  to 
handlers’  plants  in  quantities  the  han¬ 
dlers  desire,  it  is  necessary  also  for  a 
cooperative  association  to  arrange  for 
diversion  of  reserve  milk  to  nonpool 
plants  for  manufacturing.  Without 
marketwide  pooling,  therefore,  the  bur¬ 
den  of  the  Class  n  returns  could  fall  upon 
members  of  cooperative  associations. 
This  handling  of  reserve  milk  is  a  neces¬ 
sary  service  to  the  market  in  insuring  an 
adequate  supply  at  all  times. 

A  marketwide  pool  thus  will  result  in 
equitable  distribution  among  all  pro¬ 
ducers  of  their  lower  returns  from  re¬ 
serve  milk  rather  than  placing  the  bur¬ 
den  of  such  milk  on  individual  groups 
of  producers.  A  marketwide  pool  will 
thereby  contribute  to  market  stability 
and  the  attainment  of  an  adequate  and 
dependable  supply  of  producer  milk  for 
the  proposed  market. 

Producer-settlement  fund.  Inasmuch 
as  all  producers  will  receive  payment  at 
the  marketwide  uniform  price  each 
month  (adjusted  for  “Loiiisville  plan” 
payments  during  certain  months)  and 
because  the  payment  due  from  each 
handler  at  the  applicable  class  prices 
may  be  more  or  less  than  he  is  required 
to  pay  directly  to  his  producers,  a  method 
of  balancing  these  differences  is  neces¬ 
sary.  For  this  purpose  the  market  ad¬ 
ministrator  shall  establish  and  maintain 
a  producer-settlement  fund.  A  handler 


whose  obligation  at  class  prices  accord¬ 
ing  to  his  utilization  is  more  than  he  is 
required  to  pay  his  producers,  shall  pay 
such  difference  into  the  producer-settle¬ 
ment  fund.  A  handler  who  is  required 
to  pay  less  according  to  his  utilization 
than  he  is  required  to  pay  his  producers 
shall  receive  such  difference  from  the 
producer-settlement  fund. 

For  efficient  functioning  of  the  pro¬ 
ducer-settlement  fund,  a  reasonable  re¬ 
serve  should  be  set  aside  each  month  to 
cover  such  contingencies  as  the  failure 
of  a  handler  to  pay  his  monthly  billing 
promptly  or  additional  payments  which 
may  be  due  a  handler  from  the  fund  by 
reason  of  audit  adjustments.  The  re¬ 
serve  would  be  operated  as  a  revolving 
fund  and  be  adjusted  each  month  by 
withholding  from  the  pool  computation 
an  amount  equal  to  not  less  than  4  cents 
nor  more  than  5  cents  per  hundred¬ 
weight  of  producer  milk.  One-half  of 
the  reserve  so  accumulated  would  be 
added  each  month  to  the  pool  in  com¬ 
puting  the  uniform  price. 

If  the  balance  in  the  producer-settle¬ 
ment  fund  is  Insufficient  to  cover  the 
payments  due  handlers,  the  market  ad¬ 
ministrator  should  uniformly  reduce 
payments  per  hundredweight  to  such 
handlers.  The  remaining  amounts  due 
such  handlers  should  be  paid  as  soon  as 
the  balance  in  the  fund  is  sufficient  to 
meet  such  payments.  Producers  in  turn 
should  receive  full  payment  from  han¬ 
dlers.  In  order  to  reduce  the  possibility 
of  this  occurring,  milk  received  by  any 
handler  who  has  failed  to  make  the  re¬ 
quired  payments  for  the  preceding  month 
would  not  be  included  in  the  computation 
of  the  uniform  price. 

Any  payments  on  partially  regulated 
milk  received  by  the  market  administra¬ 
tor  from  any  handler  would  be  deposited 
in  the  producer-settlement  fund.  Money 
thus  deposited  would  be  included  in  the 
uniform  price  computation  and  thereby 
distributed  to  all  producers  on  the 
market. 

Payments  to  producers  and  cooperative 
associations.  Each  handler  should  pay 
each  producer  for  milk  received  from  him 
and  for  which  payment  is  not  made  to  a 
cooperative  association,  an  amount  equal 
to  not  less  than  the  uniform  price  ad¬ 
justed  by  butterfat  and  location  differ¬ 
entials.  This  payment  at  the  applicable 
uniform  price  should  be  made  on  or 
before  the  20th  day  of  the  following 
month. 

Provision  should  be  made  for  a  co¬ 
operative  association,  if  it  so  desires,  to 
receive  payment  for  member  producer 
milk  which  is  received  by  a  pool  plant. 
The  collection  of  payments  for  milk  of  its 
members  will  permit  the  cooperative  as¬ 
sociation  to  reblend  the  proceeds  from 
the  sale  of  such  milk,  will  facilitate  the 
transfer  of  milk  among  handlers  and  aid 
in  the  orderly  movement  of  reserve  milk 
to  other  plants  either  by  transfer  or  di¬ 
version  for  manufacturing  use.  Thus, 
a  cooperative  association  will  be  assisted 
in  discharging  its  responsibilities  to  its 
members  and  the  market. 

The  Act  provides  for  the  payment  by 
handlers  to  cooperative  associations  for 
milk  delivered  by  their  members  and 


FEDERAL  REGISTER,  VOL.  31,  NO.  1 2S— SATURDAY,  JULY  2,  1966 


PROPOSED  RULE  MAKING 


9169 


permits  the  reblending  of  all  proceeds 
from  the  sale  of  member  milk.  Co¬ 
operative  assocations  serving  the  Central 
Illinois  market  have  contracts  with  their 
members  which  allow  the  associations  to 
collect  payment  for  member  milk. 
Therefore,  each  handler,  if  so  requested, 
should  pay  cooperative  associations  the 
full  amount  due  for  producers’  milk  in 
lieu  of  payments  to  individual  producers. 
The  associations,  however,  should  pro¬ 
vide  for  reimbursement  of  any  loss  in¬ 
curred  because  of  an  improper  claim. 
Handlers  should  be  required  to  pay  the 
association  on  or  before  the  18th  day  of 
the  following  month  or  2  days  before 
payment  is  required  to  be  made  to  indi¬ 
vidual  producers.  This  will  give  the  co¬ 
operative  association  sufficient  time  to 
reblend  its  receipts  and  pay  its  members 
on  the  same  date  on  which  nonmembers 
are  required  to  be  paid. 

A  handler  should  also  be  required  to 
pay  a  cooperative  association  for  all  milk 
purchased  from  such  association  in  its 
capacity  as  a  handler  on  or  before  the 
18th  day  of  the  following  month.  In  the 
case  where  the  cooperative  is  the  han¬ 
dler  for  producer  member  milk  delivered 
from  the  farm  to  another  handler's  plant, 
such  payment  should  be  made  at  not  less 
than  the  uniform  price  adjusted  by  the 
applicable  butterfat  and  location  adjust¬ 
ments.  For  other  milk  which  a  coopera¬ 
tive  may  deliver  from  its  plant  to  another 
handler’s  plant,  payment  should  be  at 
the  class  prices  according  to  the  classifi¬ 
cation  of  milk  transferred. 

At  the  time  settlement  is  made  for 
milk  received  from  producers  the  han¬ 
dlers  should  be  required  to  furnish  to 
each  producer  (or  his  cooperative  as¬ 
sociation)  a  supporting  statement.  This 
statement  should  show  the  pounds  and 
butterfat  tests  of  milk  received  from  such 
producers,  the  rate  of  payment  for  such 
milk  and  the  description  of  any  deduc¬ 
tion  claimed  by  the  handler. 

Seasonal  incentive  plan.  A  “Louisville 
seasonal  incentive  plan”  was  proposed  by 
cooperative  associations  in  the  market. 
It  was  their  position  that  such  a  plan,  in 
addition  to  the  seasonal  Class  I  pricing, 
is  necessary  to  furnish  adequate  incen¬ 
tive  for  even  production. 

The  plan  provides  for  deductions  of  10 
cents  per  hundredweight  from  payments 
to  producers  in  the  months  of  April,  May, 
June,  and  July,  and  addition  of  such 
money  to  producer  payments  in  the  fol¬ 
lowing  months  of  October,  November, 
and  December  at  the  rate  of  one-third 
of  the  total  money  in  each  month.  The 
money  withheld  in  the  April-July  period 
would  be  retained  in  the  producer-settle¬ 
ment  fund  until  paid  out  in  the  fall 
months. 

Similar  seasonal  incentive  plans  are 
effective  in  the  Suburban  St.  Louis  and 
St.  Louis  markets.  Adoption  of  a  “Louis¬ 
ville  plan”  in  this  market  is  desirable 
from  the  viewpoint  of  similarity  in  pric¬ 
ing,  since  many  of  the  producers  may 
from  time  to  time  shift  from  one  order 
to  another.  It  is  also  desirable  for  the 
purpose  of  achieving  adequate  supply  for 
the  market  at  the  time  it  is  needed.  It 
is  concluded  that  the  proposed  plan 
should  be  adopted. 


The  plan  should  become  effective  be¬ 
ginning  with  payments  for  milk  delivered 
in  April  1967. 

(e)  Administrative  provisions.  Cer¬ 
tain  other  provisions  are  needed  in  the 
order  to  carry  out  the  administrative 
steps  necessary  to  accomplish  the  pur¬ 
poses  of  the  proposed  regulation. 

(1)  Terms  and  definitions.  In  addi¬ 
tion  to  the  definitions  discussed  earlier 
in  this  decision  which  established  the 
scope  of  regulation,  certain  other  terms 
and  definitions  are  desirable  for  the  pur¬ 
pose  of  brevity  and  to  assure  that  each 
usage  of  the  term  implies  the  same  mean¬ 
ing.  Such  terms  as  defined  in  the  pro¬ 
posed  order  are  common  to  most  other 
Federal  orders. 

(2)  Market  administrator.  The  order 
should  provide  for  the  appointment  by 
the  Secretary  of  a  market  administrator 
to  administer  the  order  and  should  set 
forth  powers  and  duties  of  the  market 
administrator. 

(3)  Records  and  reports.  Provisions 
should  be  included  in  the  order  requir¬ 
ing  handlers  to  maintain  adequate  rec¬ 
ords  of  their  operations  and  to  make 
the  reports  necessary  to  establish  the 
proper  classification  and  pricing  of  milk 
and  payments  due  producers  for  milk. 
Time  limits  must  be  prescribed  for  filing 
such  reports  and  for  making  payments  to 
producers.  Dates  must  be  established  for 
the  announcement  of  prices  by  the  mar¬ 
ket  administrator. 

It  is  essential  that  handlers’  reports  be 
submitted  to  the  market  administrator 
not  later  than  the  7th  day  of  each  month. 
The  market  administrator  should  an¬ 
nounce  the  uniform  price  for  the  previous 
month’s  milk  on  or  before  the  12th  day 
of  each  month.  The  market  administra¬ 
tor  should  also  notify  handlers  of  the 
amount  due  on  milk  handled  during  the 
month  on  or  before  the  12th  day  after 
the  end  of  the  month  to  permit  sufficient 
time  for  handlers  to  submit  payments 
due  to  the  producer-settlement  fund  on 
or  before  the  15th  day  of  the  following 
month.  The  payroll  report  of  each 
handler  should  be  submitted  to  the  mar¬ 
ket  administrator  on  or  before  the  20th 
day  of  each  month.  It  should  include 
such  information  as  weights,  butterfat 
tests,  payments  for  milk  and  authorized 
deductions. 

Handlers  should  maintain  and  make 
available  to  the  market  administrator  all 
records  and  accounts  of  their  operations 
which  are  necessary  to  determine  the  ac¬ 
curacy  of  the  information  reported  to 
the  market  administrator  or  any  other 
information  upon  which  the  classifica¬ 
tion  of  producer  milk  depends.  The 
market  administrator  must  likewise  be 
permitted  to  check  the  accuracy  of 
weights  and  tests  of  milk  and  milk  prod¬ 
ucts  received  and  handled  and  to  verify 
all  payments  required  under  the  orders. 

Detailed  reports  to  the  market  admin¬ 
istrator  by  all  handlers  would  be  used  to 
determine  whether  the  plants  of  such 
handlers  qualify  as  pool  plants. 

The  market  administrator  should  re¬ 
port  to  each  cooperative  association, 
which  so  requests,  the  percentage  of  milk 
delivered  by  its  members  and  utilized  in 
each  class  at  each  pool  plant  receiving 


such  milk.  For  the  purpose  of  this  re¬ 
port  the  percentage  of  members’  milk  in 
each  pool  plant  should  be  prorated  in  the 
proportion  that  producer  milk  was 
utilized  by  that  handler.  These  reports 
are  necessary  for  cooperative  associations 
to  market  their  member  milk  most  effi¬ 
ciently  so  that  available  producer  milk 
will  be  channeled  to  available  Class  I 
uses. 

It  is  necessary  that  handlers  retain 
records  to  prove  the  utilization  of  the 
milk  received  and  that  proper  payments 
were  made  therefor.  Since  the  books  of 
all  handlers  associated  with  the  market 
cannot  be  audited  immediately  it  is  nec¬ 
essary  that  such  records  be  kept  for  a 
reasonable  period  of  time. 

The  order  should  provide  limitations 
on  the  period  of  time  handlers  shall  be 
required  to  retain  books  and  records  and 
on  the  period  of  time  in  which  obliga¬ 
tions  under  the  order  should  terminate. 
The  obligations  of  any  handler  under  the 
order  shall  terminate  2  years  after  the 
last  day  of  the  calendar  month  during 
which  the  market  administrator  receives 
the  handler’s  utilization  report  on  the 
milk  involved  in  such  obligation,  unless 
the  handler  fails  or  refuses  to  make  avail¬ 
able  all  required  books  and  records  or 
a  handler’s  obligation  involves  fraud  or 
willful  concealment  of  a  fact.  The  pro¬ 
visions  made  in  this  order  are  identical 
in  principle  to  those  adopted  for  all  milk 
orders  in  operation  on  July  30,  1947,  fol¬ 
lowing  the  Secretary’s  decision  of  Jan¬ 
uary  26,  1949  (14  F.R.  444).  Official 
notice  of  such  decision  was  taken  on  the 
record.  The  reasons  for  such  provisions 
as  are  set  forth  in  that  decision  are 
similarly  applicable  to  the  situation  in 
this  market  and  the  provisions  should 
be  adopted  in  this  order. 

4.  Expense  of  administration.  The  Act 
requires  handlers  to  pay  the  cost  of  op¬ 
erating  an  order  through  an  assessment 
on  milk  handled.  Each  handler  operat¬ 
ing  a  pool  plant  should  be  required  to 
pay  to  the  market  administrator,  as  his 
proportionate  share  of  the  cost  of  ad¬ 
ministering  the  order,  5  cents,  or  such 
lesser  amount  as  the  Secretary  may  pre¬ 
scribe,  on  all  receipts  within  the  month 
of  milk  from  producers  including  milk 
of  such  handler’s  own  production,  any 
other  source  milk  allocated  to  Class  I 
(except  milk  so  assessed  under  another 
Federal  order),  and  producer  milk  re¬ 
ceived  from  a  cooperative  association  in 
its  capacity  as  a  handler  on  farm  bulk 
tank  milk. 

The  maximum  rate  of  administrative 
assessment  of  5  cents  per  hundredweight 
herein  recommended  is  identical  to  the 
rate  currently  in  effect  under  the  Sub¬ 
urban  St.  Louis  order  and  is  appropriate 
for  the  proposed  Central  Illinois  order. 
This  rate  appropriately  provided  funds 
for  the  market  administrator  to  meet  the 
necessary  cost  of  administering  the  Sub¬ 
urban  St.  Louis  order  at  the  time  of  its 
promulgation.  Since  the  funds  from  this 
rate  of  assessment  have  proved  adequate 
for  the  expense  of  prior  administration 
of  that  regulation,  it  is  expected  that  this 
rate  will  likewise  provide  adequate  funds 
to  cover  the  Initial  administrative  costs 
in  establishing  this  regulation. 
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This  order  specifies  minimum  perform¬ 
ance  standards  which  must  be  met  to 
obtain  regulated  status.  With  certain 
specified  exceptions,  operators  of  plants 
not  meeting  such  standards  would,  under 
the  provisions  proposed  in  this  decision, 
be  required  to  either  make  specified  pay¬ 
ments  into  the  producer-settlement  fund 
on  route  distribution  in  the  marketing 
area  in  excess  of  offsetting  purchases  of 
Federal  order  Class  I  milk,  or  otherwise 
pay  into  such  fund  and/or  dairy  farmers, 
an  amount  not  less  than  the  full  classi¬ 
fied  use  value  of  receipts  (computed  as 
though  such  plant  were  a  fully  regulated 
plant). 

The  market  administrator,  in  admin¬ 
istering  an  order  as  it  applies  to  the 
nonpool  route  distributor,  must  incur 
expenses  in  essentially  the  same  manner 
as  in  applying  the  order  to  pool  handlers. 
Partial  regulation  (as  prescribed)  of 
such  distributor  does  not,  however,  pro¬ 
vide  the  same  benefits  to  such  handler 
as  accrue  to  the  fully  regulated  handler; 
i.e.,  the  privilege  of  participation  in  the 
market  pool  and  assurance  of  uniform 
price  payments  to  his  dairy  farmers.  If 
the  nonpool  route  distributor  elects  to 
make  a  payment  on  his  in-area  sales  at 
the  difference  between  the  Class  I  price 
and  the  uniform  price  for  the  market, 
the  expenses  incurred  by  the  market  ad¬ 
ministrator  in  administering  the  terms  of 
the  order  on  such  handler  are  nominal 
and  payment  of  the  administrative  as¬ 
sessment  on  his  in-area  sales  reasonably 
would  constitute  his  pro  rata  share  of 
administrative  expense. 

In  the  situation  where  such  a  distrib¬ 
utor  for  any  reason  actually  pays  his 
dairy  farmers  the  full  use  value  of  their 
milk  (computed  at  order  prices),  it  has 
in  the  past  on  the  basis  of  substantial 
record  evidence  in  promulgation  hear¬ 
ings,  been  found  necessary  in  many  areas 
to  x-equire  payment  by  such  distributor  of 
an  administrative  assessment  on  his  total 
receipts  of  milk  in  order  to  defray  the 
costs  of  complete  plant  auditing  to  verify 
the  utilization  and  payments  as  claimed. 
In  large  measure,  such  a  distributor’s 
operations  are  more  comparable  to  those 
of  a  fully  regulated  handler  and  such 
assessment  is  substantially  the  same  as 
for  a  fully  regulated  handler.  There  is 
reason  to  believe,  however,  that  in  some 
instances  such  an  assessment  might 
make  possible  a  financial  obligation  un¬ 
der  the  order  in  excess  of  his  total  obli¬ 
gation  through  the  alternative  of  electing 
to  make  a  payment  into  the  producer- 
settlement  fund.  From  the  financial 
standpoint  such  a  situation  provides  little 
practical  alternative  to  such  handler  but 
to  pay  the  required  pool  payment.  In 
order  to  give  more  meaningful  effect  to 
the  choice  of  an  alternative,  the  pro  rata 
share  of  the  administrative  expense  of 
the  order  should  be  the  regular  assess¬ 
ment  rate  applied  to  such  milk  as  is 
actually  disposed  of  as  Class  I  in  the 
regulated  area  that  exceeds  Class  I  milk 
received  from  other  regulated  plants  or 
other  order  plants,  irrespective  of 
whether  the  option  to  pay  into  the  pro¬ 
ducer-settlement  fund  is  elected  by  the 
unregulated  distributor. 
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In  the  case  of  unregulated  milk  which 
enters  the  market  through  a  fully  regu¬ 
lated  plant  for  Class  I  use,  it  is  the  regu¬ 
lated  handler  who  utilizes  the  unregu¬ 
lated  milk  and  who  must  report  to  the 
market  administrator  the  receipt  and 
use  of  such  milk  as  well  as  on  all  other 
milk  received  and  utilized.  Also,  the 
receipts  and  utilization  of  all  milk  at  his 
plant  are  subject  to  verification  by  the 
market  administrator.  It  is  concluded, 
therefore,  that  the  regulated  handler 
should  be  responsible  for  payment  of  the 
administrative  assessment  with  respect 
to  such  unregulated  milk. 

The  market  administrator  must  have 
funds  sufficient  to  enable  him  to  ad¬ 
minister  the  order.  The  order  is  de¬ 
signed  to  share  this  cost  equitably  among 
all  handlers  distributing  milk  in  the 
proposed  marketing  area.  However,  to 
prevent  duplication  an  assessment 
should  not  be  made  on  other  source  milk 
on  which  an  assessment  was  made  under 
another  Federal  order. 

Provision  should  be  made  so  that  the 
Secretary  may  reduce  the  amount  of  the 
administrative  assessment  without  the 
necessity  of  amending  the  order.  The 
rate  can  thus  be  reduced  when  experi¬ 
ence  indicates  a  lower  rate  will  be  suffi¬ 
cient  to  provide  adequate  funds  for  the 
administration  of  the  order. 

(5)  Marketing  service.  Provisions 
should  be  made  in  the  order  for  pro¬ 
viding  for  marketing  services  to  pro¬ 
ducers,  such  as  the  verification  of  tests 
and  weights  of  producer  milk  and  fur¬ 
nishing  them  with  market  infoi-mation. 
The  services  should  be  provided  by  the 
market  administrator  and  the  cost 
should  be  borne  by  producers  for  whom 
the  services  are  rendered.  A  qualified 
cooperative  association,  approved  for 
such  activity  by  the  Secretary,  may  per¬ 
form  such  services  for  its  member  pro¬ 
ducers  in  lieu  of  such  services  by  the 
market  administrator. 

There  is  need  for  a  marketing  service 
program  in  connection  with  the  admin¬ 
istration  of  the  order  in  this  area.  Or¬ 
derly  marketing  will  be  promoted  by 
assuring  individual  producers  that  they 
have  obtained  accurate  weights  and  tests 
of  their  milk.  Complete  verification  re¬ 
quires  that  butterfat  tests  and  weights 
of  individual  producers’  deliveries  as 
reported  by  the  handler  are  proved  to 
be  accurate. 

An  additional  phase  of  this  market 
service  program  is  to  furnish  producers 
with  current  market  information.  Effi¬ 
ciency  in  the  production,  utilization  and 
marketing  of  milk  will  be  promoted  by 
providing  for  the  dissemination  of  cur¬ 
rent  market  information  on  a  market¬ 
wide  basis  to  all  producers. 

To  enable  the  market  administrator  to 
fuimish  these  marketing  services,  pro¬ 
vision  should  be  made  for  a  maximum 
deduction  of  6  cents  per  hundredweight 
with  respect  to  receipts  of  milk  from 
producers  for  whom  he  renders  market¬ 
ing  services.  This  is  the  same  rate  as 
previously  provided  in  the  Suburban  St. 
Louis  order  and  it  has  provided  funds 
necessary  to  conduct  the  program  under 
that  regulation  at  the  time  of  promul¬ 
gation.  If  later  experience  indicates  that 


marketing  services  can  be  performed  at 
a  lesser  rate,  provision  is  made  in  this 
order  whereby  the  Secretary  may  adjust 
the  rate  downward  without  the  necessity 
of  a  hearing.  In  the  event  a  qualified 
cooperative  association  has  been  deter¬ 
mined  to  be  performing  such  marketing 
services  for  its  members,  handlers  would 
be  required  to  pay  to  the  cooperative  as¬ 
sociation  such  deductions  as  are  au¬ 
thorized  by  its  producer  members. 

6.  Interest  payments  on  overdue  ac¬ 
counts.  Provision  is  made  for  the  pay¬ 
ment  of  interest  at  a  monthly  rate  of 
one-half  of  1  percent  on  amounts  due  to 
the  market  administrator  for  each  month 
or  portion  thereof  that  such  obligation  is 
overdue. 

Prompt  payment  of  amounts  due  to  the 
market  administrator  is  essential  to  the 
operation  of  order  provisions.  Interest 
charges  will  encourage  payment  of 
amounts  due  on  or  before  the  specified 
date.  The  rate  provided  herein  is  rea¬ 
sonable  to  compensate  for  the  cost  of 
borrowing  money  in  accord  with  normal 
business  practices. 

Presently,  the  Suburban  St.  Louis  or¬ 
der  provides  not  only  for  such  interest 
payments  by  handlers  but  also  for  the 
same  interest  charge  on  obligations  owed 
by  the  market  administrator  to  handlers. 
Since  there  would  be  no  delay  in  pay¬ 
ments  by  the  market  administrator  to 
handlers  unless  monies  properly  due  to 
him  from  handlers  has  not  yet  been  re¬ 
ceived,  there  is  no  need  to  apply  interest 
charges  on  obligations  owed  by  the  mar¬ 
ket  administrator  to  handlers. 

Findings  and  Conclusions  With  Respect 

to  Southern  Illinois  Marketing  Area 

(a)  (1)  Marketing  area.  The  Subur¬ 
ban  St.  Louis  marketing  area  should  be 
expanded  to  Include  30  additional  coun¬ 
ties  all  in  the  State  of  Illinois.  These 
will  include: 

Champaign. 

Christian. 

Clark. 

Clay. 

Coles. 

Crawford. 

Cumberland. 

Dewitt. 

Douglas. 

Edgar. 

Edwards. 

Effingham. 

Hamilton. 

Jasper. 

Lawrence. 


Logan. 

Macon. 

McLean. 

Menard. 

Morgan. 

Moultrie. 

Platt. 

Richland. 

Saline. 

Sangamon. 

Shelby. 

Vermillion. 

Wabash. 

Wayne. 

White. 


The  marketing  area  should  include  all 
territory  within  the  present  marketing 
area  and  within  the  above  mentioned 
counties,  together  with  all  municipal 
corporations  therein  and  all  institutions 
owned  or  operated  by  the  Federal,  State, 
county  or  municipal  governments  lo¬ 
cated  wholly  or  partially  within  such 
territory. 

The  expanded  marketing  area,  includ¬ 
ing  the  present  19  and  the  additional  30 
counties  should  be  named  the  Southern 
Illinois  marketing  area.  This  enlarged 
marketing  area  would  extend  to  the  east 
and  north  of  the  present  area,  and  would 
adjoin  the  proposed  Central  Illinois 
marketing  area. 
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The  sanitary  requirements  for  Grade 
A  milk  produced  for  fluid  distribution  in 
this  marketing  area  are  patterned  after 
the  UJS.  Public  Health  Ordinance  and 
Code.  Milk  meeting  the  sanitary  re¬ 
quirements  of  the  State  of  Illinois  is 
acceptable  for  distribution  throughout 
the  proposed  marketing  area.  In  view 
of  the  uniformity  of  health  standards 
there  are  no  differences  in  milk  quality 
which  would  interfere  with  the  single 
order  regulation  for  the  entire  proposed 
area. 

The  marketing  of  milk  in  the  area  to 
be  added  is  closely  associated  with  the 
marketing  of  milk  in  the  present  market¬ 
ing  area.  Handlers  regulated  under  the 
Suburban  St.  Louis  order  presently  dis¬ 
pose  of  milk  on  routes  in  much  of  the 
proposed  new  marketing  area.  Other 
Class  I  sales  in  the  proposed  area  are 
very  largely  made  by  plants  located  in 
the  proposed  new  area. 

East  of  the  present  Suburban  St.  Louis 
"base  zone”  are  nine  of  the  proposed 
counties:  Clay,  Edwards,  Hamilton,  Law¬ 
rence,  Richland,  Saline,  Wabash,  Wayne, 
and  White.  The  majority  of  the  Class  I 
sales  in  each  of  these  counties  is  made 
by  handlers  now  regulated  under  the 
Suburban  St.  Louis  order.  Additional 
sales  are  made  in  these  counties  by  a 
plant  at  Olney,  Ill.,  operated  by  one  of 
the  proponent  cooperative  associations 
which  would  be  regulated  under  the  pro¬ 
posed  marketing  area  expansion.  Sales 
by  presently  regulated  handlers  and  the 
plant  at  Olney  make  up  all  but  a  small 
part  of  the  total  volume  of  sales  in  these 
counties. 

A  relatively  minor  percentage  of  the 
remaining  sales  in  the  nine  counties  is 
made  by  two  plants  at  Evansville,  Ind., 
regulated  under  the  Louisville-Lexing- 
ton-Evansville  order,  and  by  handlers 
regulated  under  the  Indianapolis  order. 

These  nine  counties  should  be  Included 
In  the  marketing  area  to  assure  orderly 
marketing  therein  both  for  milk  now 
regulated  under  Order  No.  82  and  milk 
which  would  thereby  be  brought  under 
regulation. 

Generally  to  the  north  of  the  afore¬ 
mentioned  counties  and  the  present  mar¬ 
keting  area  are  10  additional  proposed 
counties  of:  Christian,  Clark,  Colbs, 
Crawford,  Cumberland,  Effingham,  Jas¬ 
per,  Morgan,  Sangamon,  and  Shelby. 
These  counties  are  served  by  presently 
regulated  handlers  and  by  other  fluid 
milk  distributing  plants  located  within 
the  area.  One  of  the  plants,  located  at 
Mattoon  in  Coles  County,  is  presently 
regulated  under  the  order.  The  sales 
territory  covered  by  this  plant  was  re¬ 
ported  by  the  handler  in  combination 
with  sales  by  his  unregulated  plant  at 
Champaign.  The  distribution  area  of 
the  combination  of  the  two  plants  in¬ 
cludes  Clark  and  Crawford  Counties  on 
the  eastern  boundary  of  Illinois  and  ex¬ 
tends  as  far  west  as  Sangamon  and 
Morgan  Counties.  Included  also  are 
Cumberland,  Jasper,  Shelby,  Effingham, 
Payette,  and  Christian  Counties.  This 
10 -county  area  is  served  also  by  a  dis¬ 
tributing  plant  operated  by  Prairie 
Farms,  one  of  the  proponent  coopera¬ 


tives,  located  in  Pana  in  Christian 
County.  Another  plant  of  a  proprietary 
handler  is  located  at  Taylorville  in 
Christian  County  and  is  partially  regu¬ 
lated.  These  plants  and  associated 
plants  of  Prairie  Farms  have  the  ma¬ 
jority  of  Class  I  distribution  in  these  10 
counties. 

Two  plants  which  would  be  regulated 
under  the  Central  Illinois  order,  located 
at  Pekin  and  Peoria  have  a  minor  share 
of  the  sales  in  these  10  counties.  It  is 
estimated  that  not  more  than  20  per¬ 
cent  of  the  Class  I  sales  are  by  these 
two  plants.  In  a  few  of  the  counties 
there  are  Class  I  sales  by  a  plant  iden¬ 
tified  with  the  Chicago  market  and  one 
regulated  under  the  Indianapolis  order. 

In  the  remaining  11  counties  (Cham¬ 
paign,  De  Witt,  Douglas,  Edgar,  Logan, 
Macon,  McLean,  Menard,  Moultrie,  Piatt, 
and  Vermilion)  comprising  the  northern 
part  of  the  proposed  marketing  area,  the 
places  of  major  population  are  at  Cham¬ 
paign  and  Urbana,  in  Champaign 
County;  Danville,  in  Vermilion  County; 
Decatur,  in  Macon  County;  and  Bloom¬ 
ington,  in  McLean  County,  These  coun¬ 
ties  are  served  by  fluid  milk  distributing 
plants  located  in  the  counties  and  two 
plants  at  Peoria  and  Pekin,  which  would 
be  regulated  under  the  Central  Illinois 
order.  ‘  In  each  of  the  counties  with 
major  population  centers,  however,  the 
majority  of  Class  I  milk  distribution  is 
by  the  plants  which  would  be  regulated 
under  the  Southern  Illinois  order,  located 
at  Champaign,  Decatur,  Monticello, 
Bloomington,  plus  plants  operated  by 
Prairie  Farms  at  Carlinville,  Pana,  and 
Olney.  Some  sales  in  these  counties  are 
made  also  by  a  plant  Identified  with  the 
Chicago  market  and  a  plant  regulated 
under  the  Indianapolis  order. 

All  of  these  counties  should  be  included 
in  the  proposed  marketing  area  to  assure 
orderly  marketing  of  milk  to  be  regu¬ 
lated.  The  marketing  aqea  is  a  territory 
within  which  handlers  to  be  regulated 
compete  extensively  with'  overlapping 
areas  of  distribution.  The  entire  terri¬ 
tory  is  affected  by  similar  supply  and 
demand  conditions. 

It  is  concluded  that  all  of  the  milk  and 
milk  products  disposed  of  in  the  redefined 
marketing  area  (to  be  designated  the 
Southern  Illinois  marketing  area)  is  in 
the  current  of  Interstate  commerce,  or 
directly  burdens,  obstructs,  or  affects  in¬ 
terstate  commerce  in  milk  and  its 
products. 

An  analysis  of  the  overlapping  of  sales 
areas  by  the  Southern  Illinois  and  Cen¬ 
tral  Illinois  distributors  shows  that  the 
plants  have  their  major  distribution  in 
the  marketing  area  where  they  would  be 
regulated.  A  number  of  plants  with  dis¬ 
tribution  areas  in  a  few  counties  have 
virtually  all  of  their  sales  within  the 
marketing  area  of  the  order  under  which 
they  would  be  regulated.  The  more  ex¬ 
tensive  distribution  by  some  other  plants 
Involves  some  overlapping  from  one 
marketing  area  into  the  other.  The 
plant  at  Champaign  was  reported  to  have 
more  than  60  percent  of  its  sales  in  the 
proposed  Southern  Illinois  area  and 
about  13  percent  in  the  Central  Illinois 


area.  The  plant  at  Pekin,  Ill.,  has  about 
50  percent  of  its  sales  in  the  proposed 
Central  Illinois  marketing  area  and  about 
40  percent  in  the  proposed  Southern  Illi¬ 
nois  marketing  area. 

Although  some  of  the  route  distribu¬ 
tion  of  handlers  to  be  regulated  extends 
beyond  the  boundaries  of  the  counties 
proposed  for  regulation,  it  is  neither  prac¬ 
tical  nor  reasonable  to  extend  the  regu¬ 
lated  area  to  cover  all  of  a  handler’s 
route  disposition.  Nor  is  it  necessary  to 
do  so  to  accomplish  effective  regulation 
under  the  order.  The  marketing  area 
herein  proposed  is  such  that  it  will  en¬ 
compass  a  substantial  percentage  of  the 
fluid  milk  sales  of  most  handlers  to  be 
regulated  and  result  in  only  a  minimum 
of  such  sales  being  made  outside  of  the 
proposed  marketing  area.  In  most  in¬ 
stances,  sales  of  regulated  handlers  out¬ 
side  the  proposed  marketing  area  would 
be  in  large  part  within  another  Federal 
order  marketing  area.  The  findings 
previously  made  herein  with  respect  to 
the  proposed  Central  Illinois  order  as  to 
the  need  for  classified  pricing  of  all  pro¬ 
ducer  milk  handled  at  pool  plants  are 
equally  applicable  in  this  case  for  milk 
handled  in  pool  plants  to  be  regulated 
under  the  Southern  Illinois  order. 

(a)(2)  Pool  plant  provisions.  No 
change  should  be  made  in  pooling  re¬ 
quirements  for  distributing  plants.  Sup¬ 
ply  plant  requirements  should  be  modi¬ 
fied  to  require  that  shipments  be  made  to 
distributing  plants  which  have  50  per¬ 
cent  Class  I  use  of  pooled  milk  in  August 
through  February  and  40  percent  in  other 
months. 

Certain  proposals  made  at  the  hearing 
would  require  a  distributing  plant  to  have 
Class  I  disposition  each  month  equal  to 
50  percent  of  its  Grade  A  receipts  from 
dairy  farmers  and  cooperative  associa¬ 
tions  as  handlers.  These  proposals 
should  not  be  adopted. 

Presently  the  order  requires  Class  I 
disposition  of  50  percent  of  designated 
receipts  only  in  the  months  of  August 
through  February,  and  requires  40  per¬ 
cent  in  March  through  July.  The  lower 
40  percent  requirement  during  March 
through  July  was  made  effective  in  the 
Suburban  St.  Louis  order  February  1, 
1965.  The  necessity  for  the  lower  re¬ 
quirement  was  based  on  the  need  for 
handling  the  seasonally  larger  quantities 
of  reserve  milk  at  distributing  plants 
during  these  months.  Evidence  on  this 
record  shows  that  such  provision  con¬ 
tinues  to  be  necessary  for  the  handling 
of  seasonally  greater  quantities  of  milk 
received  from  dairy  farmers  regularly  as¬ 
sociated  with  the  market. 

A  proposal  was  made  by  producer  as¬ 
sociations  to  modify  the  supply  plant 
provisions  so  that  only  in  May  and  June 
a  supply  plant  could  remain  pooled  while 
not  making  shipments.  Under  this  pro¬ 
posal  the  plant  would  qualify  for  pooling 
in  May  and  June  on  the  basis  of  ship¬ 
ments  during  the  prior  8.  irfrmber 
through  January  period,  equal  to  not  less 
than  50  percent  of  its  Grad"  a  milk  re¬ 
ceipts  from  dairy  farmers.  The  Septem¬ 
ber  through  January  period  is  the  same 
as  now  provided  in  the  order  during 
which  a  supply  plant  may  establish  its 
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qualification  to  remain  pooled  during  the 
subsequent  period  of  February  through 
August.  An  additional  effect  of  the  pro¬ 
posal  would  be  that  the  supply  plant 
could  not  qualify  in  the  months  of  Feb¬ 
ruary,  March,  April,  July,  and  August, 
except  on  the  basis  of  meeting  the  50- 
percent  shipping  requirement  in  each 
month.  The  producer  associations  fa¬ 
vored  this  modified  supply  plant  provi¬ 
sion  for  the  purpose  of  preventing  bur¬ 
densome  supplies  of  milk  being  included 
in  the  pool  for  only  manufacturing 
purposes. 

It  is  not  evident  that  extending  the 
number  of  months  during  which  the  sup¬ 
ply  plant  would  need  to  make  shipments 
of  50  percent  of  its  receipts  to  the  market 
would,  in  fact,  guard  against  burdening 
the  pool  with  milk  intended  for  manu¬ 
facturing  milk  use.  Further,  the  sea¬ 
sonal  pattern  of  utilization  which  has 
been  the  experience  in  the  Suburban  St. 
Louis  market  does  not  suggest  that  ex¬ 
tending  the  number  of  months  in  which 
a  supply  plant  must  ship  50  percent  of 
its  receipts  would  be  in  the  interest  of 
orderly  and  efficient  marketing.  The 
months  of  September  through  January 
are  the  months  when  highest  average 
Class  I  utilization  has  occurred  in  pre¬ 
vious  years.  February  and  August  have 
in  some  years  had  considerably  lower 
utilization.  Extending  the  period  when 
such  shipments  are  required  might  ac¬ 
complish  little  more  than  to  encourage 
the  shipping  of  milk  when  it  is  not 
needed. 

The  purpose  of  assuring  an  adequate 
supply  for  the  market  at  times  when  it 
is  needed  for  fluid  use  will  be  better 
served  by  a  requirement  that  the  supply 
plant  shipments  be  made  to  distributing 
plants  which  have  at  least  a  specified 
Class  I  utilization  of  all  pooled  milk,  in¬ 
cluding  that  shipped  from  supply  plants. 
The  specified  utilization  should  be  50  per¬ 
cent  in  the  months  of  August  through 
February,  and  40  percent  in  other 
months.  This  modification  is  adopted  in 
the  proposed  amended  order. 

(a)  (3)  (i)  Producer  milk.  The  pro¬ 
ducer  milk  definition  should  include  the 
milk  received  at  a  pool  plant  from  a  co¬ 
operative  association  acting  as  a  bulk 
tank  handler  delivering  such  milk  from 
producers’  farms  to  the  plant. 

Presently,  the  order  definition  of 
producer  milk  includes  the  milk  physi¬ 
cally  delivered  from  producers’  farms  to 
a  pool  plant  but  excludes  milk  so  de¬ 
livered  by  a  cooperative  as  a  bulk  tank 
handler.  It  is  convenient,  however,  for 
purposes  of  classification,  accounting 
and  payment  for  the  milk  so  received 
from  a  cooperative  association  to  be  in¬ 
cluded  in  the  term  “producer  milk”. 

The  quantity  of  milk  delivered  to  the 
pool  plant  in  a  truck  load  by  the  coopera¬ 
tive  association  may  not  be  exactly  the 
same  as  the  total  of  quantities  picked  up 
at  producers’  farms  in  the  same  load,  be¬ 
cause  of  some  loss  during  handling  from 
farm  to  plant.  Such  loss,  if  any,  is  the 
concern  of  the  cooperative  association  as 
a  handler  and  must  be  accounted  for  to 
the  pool  as  producer  milk  by  the  coopera¬ 
tive  association.  This  quantity  also 


should  be  specified  in  the  definition  of 
producer  milk. 

(a)  (3)  (iii)  and  (iv)  Milk  diverted  to 
other  pool  plants  and  other  order  plants. 
Diversion  between  pool  plants  and  to 
other  order  plants  is  presently  provided 
in  the  Suburban  St.  Louis  order  and 
should  be  incorporated  in  the  proposed 
Southern  Illinois  order.  The  diversion 
of  a  producer’s  milk  to  other  pool  jtlants 
or  to  other  order  plants  is  permitted  for 
not  more  days  production  of  producer 
milk  by  such  producer  than  is  physically 
received  at  a  pool  plant(s) . 

Such  diversion  provisions  permit  a 
handler  to  move  unneeded  quantities  of 
milk  to  other  pool  plants  or  other  order 
plants  which  have  manufacturing  facili¬ 
ties,  and  yet  maintain  such  milk  in 
producer  milk  status.  This  facilitates 
efficient  handling  of  reserve  milk  of  the 
market  and  aids  in  efficient  allocation 
among  plants  of  the  market’s  fluid  milk 
supply.  This  is  done  without  interfer¬ 
ing  with  the  pooling  qualification  of  a 
pool  plant  to  which  milk  is  diverted. 
Such  diversion  also  permits  the  conven¬ 
ience  of  retaining  the  diverted  producers 
on  the  payroll  of  the  diverting  plant 
operator  for  the  entire  month. 

The  order  should  provide  for  diversion 
to  another  order  plant  for  disposal  of 
reserve  milk  in  Class  n  use.  If  milk 
from  a  dairy  farmer  were  reported  by  a 
handler  as  diverted  to  an  other  order 
plant  for  Class  I  use,  the  milk  would  be 
properly  producer  milk  under  the  other 
order.  In  this  case  it  would  be  necessary 
that  the  report  under  this  order  be  cor¬ 
rected  to  eliminate  such  quantity,  since 
it  would  not  fit  the  definition  of  producer 
milk. 

Since  a  cooperative  association  may 
act  as  a  handler  delivering  milk  to  any 
pool  plant,  the  new  order  does  not  pro¬ 
vide  for  diversions  between  pool  plants 
by  a  cooperative  association.  There  may 
be  occasions,  however,  when  it  is  desira¬ 
ble  for  a  cooperative  association  to  divert 
milk  of  its  members  to  an  other  order 
plant  for  its  account.  This  is  presently 
provided  in  the  Suburban  St.  Louis  order 
and  would  be  continued  in  the  revised 
order. 

Appropriate  pricing  of  the  diverted 
milk  is  dealt  with  under  the  findings  on 
location  adjustments  as  hereinafter 
developed. 

(a)  (4)  Other  definitions.  Certain 
definitions  of  the  Suburban  St.  Louis 
order  should  be  changed  to  better  reflect 
the  marketing  situation  expected  to  pre¬ 
vail  in  the  proposed  Southern  Illinois 
order  and  to  conform  more  closely  with 
the  provisions  of  the  Central  Illinois 
order. 

The  handler  definition  should  be 
amended  to  designate  the  operator  of 
an  unregulated  supply  plant  as  a  han¬ 
dler  under  the  order. 

The  substantial  marketing  area  ex¬ 
pansion  herein  recommended  could  re¬ 
sult  in  a  number  of  distributing  plants 
and  their  associated  supply  plants  be¬ 
coming  newly  regulated  by  the  Southern 
Illinois  market.  Defining  the  operator 
of  an  unregulated  supply  plant  as  a  han¬ 
dler  will  permit  the  market  administra¬ 
tor  to  obtain  necessary  reports  of  receipts 


and  utilization  from  such  a  plant  and 
thereby  enable  the  market  administrator 
to  determine  the  exact  status  of  such 
plants  under  the  order.  A  conforming 
change  should  also  be  made  in  the  re¬ 
porting  section  of  the  order  to  provide 
that  such  a  handler  be  required  to  make 
such  reports  of  receipts  and  utilization 
at  such  time  and  in  such  manner  as  the 
market  administrator  may  prescribe. 

The  fluid  milk  product  definition  of 
the  order  should  be  revised  to  specify 
certain  types  of  dairy  products  distrib¬ 
uted  in  the  marketing  area,  and  to  con¬ 
form  with  the  definition  recommended 
for  the  Central  Illinois  order. 

The  definition  should  include  fortified 
milk  drinks  as  well  as  those  not  fortified. 
It  should  also  include  dietary  milk  prod¬ 
ucts,  and  concentrated  milk  which  is  not 
in  hermetically  sealed  containers.  These 
are  products  intended  for  fluid  consump¬ 
tion  and  for  which  milk  from  Grade  A 
sources  is  required.  They  should  be  in¬ 
cluded  in  the  fluid  milk  product  defini¬ 
tion  so  that  disposition  in  this  form  will 
be  clearly  Class  I  milk. 

The  products  to  be  excluded  from  the 
fluid  milk  product  definition  are  those 
not  required  to  be  processed  from  Grade 
A  milk  and  which  may  be  marketed  with¬ 
out  a  Grade  A  label.  In  addition  to 
products  now  excluded,  the  definition 
should  also  exclude  yogurt  and  cultured 
sour  cream  mixtures  other  than  sour 
cream  if  not  labeled  Grade  A.  For  pur¬ 
poses  of  clarification  it  should  also  ex¬ 
clude  evaporated  and  condensed  milk, 
and  frozen  storage  cream.  While 
frozen  cream  is  not  a  disposition  while 
kept  in  storage,  nevertheless,  its  ultimate 
use  is  ordinarily  in  Class  II  disposition. 
If  in  any  case  it  were  used  by  a  handler 
in  Class  I,  the  handler  would  be  obligated 
for  a  compensatory  payment  at  the  rate 
applicable  to  nonfluid  products  used  in 
Class  I. 

The  producer-handler  definition 
should  be  modified  with  respect  to  possi¬ 
ble  use  of  reconstituted  fluid  milk  prod¬ 
ucts.  If  a  producer-handler  were  al¬ 
lowed  to  dispose  of  fluid  milk  products 
in  the  marketing  area  which  are  recon¬ 
stituted  from  nonfluid  products,  he 
would  have  an  inequitable  advantage 
compared  to  fully  regulated  handlers. 
Nonfluid  milk  products  such  as  nonfat 
dry  milk  may  be  purchased  at  a  cost 
based  on  manufacturing  milk  values. 
If  the  producer-handler  could  use  such 
nonfluid  milk  products  as  a  source  for 
Class  I  disposition,  his  cost  would  be  con¬ 
siderably  less  than  for  fully  regulated 
handlers  who  pay  the  full  Class  I  price 
for  producer  milk  so  used.  Further,  if 
any  fully  regulated  handler  disposes  of 
reconstituted  fluid  milk  products  as  Class 
I,  he  is  obligated  to  the  pool  for  compen¬ 
satory  payment  at  the  rate  which  is  the 
difference  between  surplus  milk  value 
and  Class  I  milk  value. 

If  a  producer-handler  receives  nonfluid 
forms  of  other  source  milk  solely  for  pur¬ 
poses  of  fluid  milk  product  fortification, 
this  would  not  be  objectionable.  Fully 
regulated  handlers  also  used  nonfluid 
milk  products  in  preparation  of  fortified 
fluid  milk  products.  The  handlers  are 


FEDERAL  REGISTER,  VOL.  31,  NO.  1 28— SATURDAY,  JULY  2,  1966 


obligated  for  Class  I  classification  only  In 
an  amount  equal  to  the  weight  of  an 
equal  volume  of  unmodified  product  of 
the  same  nature  and  butterfat  content. 

To  safeguard  against  the  use  by  pro¬ 
ducer-handlers  of  nonfluid  milk  products 
for  sale  as  reconstituted  fluid  milk  prod¬ 
ucts,  it  should  be  provided  that  a  pro¬ 
ducer-handler’s  Class  I  disposition  may 
not  exceed  his  own  farm  production  and 
receipts  of  fluid  milk  products  from  pool 
plants. 

(b)  Classification  and  allocation— In¬ 
ventory.  Fluid  milk  products  on  hand 
in  packaged  form  at  the  end  of  the  month 
should  be  classified  as  Class  I  milk.  This 
classification  conforms  with  the  ultimate 
utilization  of  most  of  the  packaged  fluid 
milk  products  in  inventory.  This  results 
in  less  adjustment  in  classification  and 
handlers’  obligations  than  if  classified 
In  Class  n.  The  order  presently  classifies 
all  ending  inventory  of  fluid  milk  prod¬ 
ucts,  both  bulk  and  packaged,  as  Class 
n  milk. 

The  adoption  of  the  plan  of  classifying 
all  fluid  milk  products  on  hand  in  pack¬ 
aged  form  at  the  end  of  the  month  as 
Class  I  milk  will,  in  the  long  run,  neither 
affect  handlers’  costs  nor  producers’  re¬ 
turns.  In  the  first  month  In  which  it  is 
effective,  it  will  increase  handlers’  costs 
by  the  difference  between  the  Class  I  and 
Class  n  prices  on  the  volume  of  pack¬ 
aged  milk  classified  as  inventory.  This 
difference  will  be  recovered,  however, 
since  there  will  be  no  reclassification 
charge  on  inventory  of  packaged  fluid 
milk  products  allocated  to  Class  I  milk  in 
subsequent  months. 

To  insure  that  all  handlers  pay  the 
current  month’s  Class  I  milk  price  for 
fluid  milk  disposed  of  during  the  month, 
it  is  provided  that  if  the  Class  I  milk 
price  increases  over  the  previous  month, 
the  handler  will  be  charged  the  difference 
between  the  Class  I  milk  price  for  the  cur¬ 
rent  month  and  the  Class  I  milk  price 
for  the  preceding  month  on  the  quantity 
of  ending  inventory  assigned  to  Class 
I  milk  in  the  preceding  month.  Likewise, 
if  the  Class  I  milk  price  decreases,  the 
handler  will  receive  a  corresponding 
credit. 

The  allocation  section  of  the  order 
should  provide  that  inventory  of  such 
packaged  fluid  milk  products  on  hand 
at  the  beginning  of  the  month  be  sub¬ 
tracted  from  Class  I  milk  utilization  im¬ 
mediately  after  the  allocation  of  shrink¬ 
age  and  packaged  fluid  milk  products 
from  other  orders  and  before  making  the 
other  assignments  therein  provided.  In¬ 
ventory  of  fluid  milk  products  in  bulk 
form  would  continue  to  be  handled  as 
under  the  present  provisions  of  the  order. 

Revision  of  shrinkage  provisions.  The 
Suburban  St.  Louis  order  now  provides  a 
limitation  of  1.5  percent  shrinkage  in 
Class  n  on  receipts  of  milk  in  bulk  tank 
lots  from  various  sources,  except  that  a 
shrinkage  limitation  does  not  apply  to 
receipts  for  which  Class  II  utilization  is 
requested  by  the  handler. 

The  1.5  percent  limitation  should  ap¬ 
ply  in  case  of  receipts  from  a  cooperative 
association  acting  as  a  bulk  tank  han¬ 
dler,  bulk  receipts  from  other  pool  plants, 
and  bulk  receipts  from  nonpool  plants 


PROPOSED  RULE  MAKING 

whether  or  not  regulated  by  another 
order. 

In  the  case  of  milk  purchased  at  a 
pool  plant  from  a  cooperative  association 
acting  as  a  bulk  tank  handler  delivering 
milk  from  members’  farms,  the  coopera¬ 
tive  association  is  allowed  one-half  per¬ 
cent  shrinkage  and  the  pool  plant  is  al¬ 
lowed  1.5  percent  skrinkage.  The  order 
should  also  provide  that  if  the  pool  plant 
operator  gives  notice  to  the  market  ad¬ 
ministrator  that  he  desires  to  purchase 
the  milk  from  the  cooperative  on  the 
basis  of  quantities  measured  at  the  farm 
and  butterfat  tests  from  samples  taken 
at  the  farm,  then  the  plant  operator 
should  be  allowed  two  percent  shrink¬ 
age.  In  this  case  no  shrinkage  allowance 
to  the  cooperative  association  would  be 
applicable. 

The  order  should  provide  a  shrinkage 
allowance  of  one-half  percent  on  milk 
diverted  in  bulk  tank  lots  to  nonpool 
plants.  The  handling  of  this  milk  is 
similar  to  the  handling  of  other  bulk 
tank  milk  moved  from  farms  to  pool 
plants.  The  shrinkage  allowance  should 
be  the  same,  except  that  if  the  nonpool 
plant  operator  purchases  the  milk  on  the 
basis  of  quantities  measured  at  the  farm 
and  butterfat  tests  of  samples  taken  at 
the  farm,  no  shrinkage  allowance  would 
apply. 

Animal  feed  and  dumped.  The  order 
should  be  amended  to  allow  classification 
in  Class  n  of  both  the  skim  milk  and 
butterfat  in  fluid  milk  products  author¬ 
ized  by  the  market  administrator  to  be 
dumped. 

Presently  the  Suburban  St.  Louis  order 
permits  dumpage  of  only  the  skim  milk 
portion  of  fluid  milk  products. 

Permitting  a  handler  to  claim  Class 
n  on  small  quantities  of  butterfat  in 
dumped  products,  however,  would  be 
proper  in  the  case  of  products  from 
which  butterfat  cannot  practically  be 
separated.  This  could  include  homoge¬ 
nized  whole  milk  or  route  returns  with 
low  butterfat  content. 

Since  dumping  involves  no  transac¬ 
tions  with  others,  the  market  adminis¬ 
trator  must  have  opportunity  to  verify 
the  product  and  quantity,  and  such  dis¬ 
posal  should  be  only  after  his  authori¬ 
zation. 

The  proposal  to  limit  the  skim  milk 
and  butterfat  disposed  of  as  animal  feed 
during  the  month  to  the  quantities  of 
fluid  milk  products  in  route  returns 
should  not  be  adopted. 

Presently  the  Suburban  St.  Louis  order 
permits  Class  n  classification  for  all 
skim  milk  and  butterfat  accounted  for 
as  disposed  of  for  livestock  feed.  In  most 
instances,  it  would  be  expected  that  fluid 
milk  products  disposed  of  for  animal 
feed  would  be  primarily  nonsalvageable 
route  returns.  In  some  instances,  how¬ 
ever,  there  may  be  small  quantities  of 
skim  milk  and  butterfat  in  fluid  milk 
products  which  during  processing  be¬ 
comes  nonsalable  for  human  consump¬ 
tion.  It  is  reasonable  that  these  quanti¬ 
ties  also  be  classified  as  Class  II  if  dis¬ 
posed  of  as  livestock  feed.  A  plant 
operator  should  maintain  sufficient  rec¬ 
ords  to  establish  in  every  instance  the 
quantities  of  skim  milk  and  butterfat 
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involved,  and  show  a  written  receipt  for 
every  sale  as  livestock  feed. 

Surplus  disposal  area.  The  surplus 
disposal  area  under  the  Suburban  St. 
Louis  order  should  be  expanded  to  in¬ 
clude  that  area  within  500  miles  of  Van- 
dalia.  Ill. 

Presently  the  order  provides  an  area 
up  to  450  miles  from  Vandalia  within 
which  handlers  may  dispose  of  reserve 
in  Class  n  disposition.  Previously  this 
area  had  been  considered  sufficient  for 
the  orderly  disposition  of  reserve  milk. 
Beyond  such  mileage  limit  the  order  pro¬ 
vided  that  disposition  to  nonpool  plants 
would  be  Class  I  (except  for  cream  under 
special  labeling).  Representatives  of 
both  producers  and  handlers  supported 
an  additional  50  miles  as  necessary  for 
economic  disposal  of  reserve  milk. 

The  surplus  disposal  area  proposed  for 
the  Central  Illinois  order  is  350  miles 
from  Peoria.  Since  Vandalia  is  about  150 
miles  from  Peoria,  the  500  miles  herein 
recommended  will  result  in  virtually  the 
same  area. 

An  additional  50  miles  will  encompass 
an  area  within  which  are  located  a  num¬ 
ber  of  Wisconsin  plants  that  producers 
and  handlers  stated  serve  as  outlets  for 
the  markets’  reserve  supplies  of  milk. 
Thus,  the  additional  area  will  assure  that 
all  manufacturing  outlets  normally  used 
by  handlers  will  be  available  for  disposal 
of  reserve  milk  supplies  of  the  proposed 
Southern  Illinois  marketing  area. 

(c)  Class  I  prices.  It  is  necessary  that 
several  levels  of  Class  I  prices  apply 
within  the  parts  of  the  proposed  South¬ 
ern  Illinois  marketing  area.  This  is 
necessary  to  reflect  the  differences  in 
competitive  relationships  to  other  Fed¬ 
eral  order  markets  and  the  relative  dis¬ 
tances  from  areas  of  large  reserve  milk 
supplies.  This  would  be  accomplished  by 
establishing  pricing  zones  within  the 
marketing  area.  The  Class  I  price  at 
each  pool  plant  within  a  zone  would  be 
the  same. 

The  various  Class  I  price  proposals 
made  by  producers  and  handlers  all 
would  provide  for  pricing  zones.  Some 
of  these  zone  pricing  proposals  were  in 
terms  of  the  entire  territory  to  be  regu¬ 
lated  under  both  the  Central  and  South¬ 
ern  Illinois  orders.  All  of  the  proposal 
would  establish  a  gradation  of  pricing 
which  would  be  highest  in  the  southern¬ 
most  zone  and  lowest  in  the  Peoria  area. 
The  spread  between  the  Peoria  Class  I 
price  level  and  that  for  the  southern¬ 
most  zone  varied  among  the  various  pro¬ 
posals  from  21  to  45  cents. 

The  distance  from  Peoria  to  Carbon- 
dale  is  approximately  230  road  miles,  and 
from  Peoria  to  Harrisburg  about  250  road 
miles.  In  consideration  of  the  cost  of 
moving  milk  over  such  distances,  a  dif¬ 
ference  in  price  between  southern  and 
northern  points  in  the  two  regulated 
areas  is  reasonable  and  feasible.  Milk 
is  moved  over  extensive  distances  within 
the  proposed  areas  to  be  regulated,  both 
as  milk  supplies  to  processing  plants  and 
as  packaged  milk  moving  out  of  proc¬ 
essing  plants.  Based  on  assumed  rates 
of  transportation  cost,  such  as  the  rate 
used  in  location  differentials,  a  hypo¬ 
thetical  price  differential  between  Peoria 
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and  the  southernmost  points  in  the  pro¬ 
posed  Southern  Illinois  marketing  area 
might  be  calculated. 

Such  a  calculation,  however,  would 
produce  a  price  for  the  southern  part  of 
the  Southern  Illinois  marketing  area 
higher  than  was  supported  by  producers 
supplying  plants  in  such  area.  The 
price  level  proposed  by  producers  for  the 
southern  portion  would  be  equal  to  the 
St.  Louis  order  Class  I  price,  and  would 
be  determined  by  adding  a  differential  of 
$1.40  to  the  basic  formula  price,  and  ad¬ 
justing  the  result  by  the  St.  Louis  order 
supply-demand  adjustment.  This  pro¬ 
posed  price  would  be  10  cents  per  hun¬ 
dredweight  higher  than  the  Class  I  price 
now  applicable  in  this  area. 

The  proposed  level  of  Class  I  price  is  in 
agreement,  however,  with  supply  and 
demand  conditions  affecting  the  south¬ 
ern  portion  of  the  marketing  area.  This 
part  of  the  proposed  marketing  area  lies 
generally  southeast  of  the  St.  Louis  mar¬ 
ket  in  the  direction  of  higher  priced  reg¬ 
ulated  areas  and  more  distant  from  the 
area  of  reserve  milk  supplies.  Milk  sup¬ 
plies  produced  in  the  area  are  generally 
needed  for  Class  I  use  by  handlers.  Its 
location  in  relation  to  other  portions  of 
the  marketing  area  and  surrounding 
markets,  would  naturally  result  in  a 
higher  cost  of  supplemental  milk  sup¬ 
plies  than  in  areas  to  the  north. 

This  price  level  equal  to  the  St.  Louis 
order  Class  I  price  should  apply  in  the 
eight  southernmost  counties  of  the  pro¬ 
posed  marketing  area  Including 
Randolph,  Perry,  Jackson,  Franklin, 
Williamson,  Hamilton,  Saline,  and  White. 
Within  this  zone  there  are  five  plants 
presently  regulated  under  the  Suburban 
St.  Louis  order.  There  are  two  plants  at 
Carbondale  and  one  each  at  Chester, 
Marion,  and  Harrisburg,  Ill.  While  the 
price  herein  proposed  to  be  applicable  at 
these  plants  will  be  higher  than  pres¬ 
ently  applicable,  such  price  will  not  place 
them  at  a  disadvantage  in  relation  to 
other  regulated  prices  under  surrounding 
regulated  areas.  The  Class  I  pricing 
under  the  St.  Louis  order  in  areas  across 
the  Mississippi  is  15  cents  higher.  The 
Class  I  price  formula  under  the  Paducah 
order  is  also  15  cents  over  the  St.  Louis 
Class  I  price  (official  notice  is  taken  of 
the  amended  order  effective  June  1,  1966 
(31  F.R.  7963 ) .  The  annual  Class  I  price 
differential  under  the  Louisville-Lexing- 
ton-Evansville  order  is  13  cents  higher. 

Because  of  the  close  relationship  of 
the  proposed  Southern  Illinois  market  to 
the  St.  Louis  market,  it  is  desirable  that 
the  price  relationship  described  herein 
be  maintained  on  a  month-to-month 
basis.  This  would  be  most  easily  ac¬ 
complished  by  expressing  the  Class  I 
price  for  the  Southern  Illinois  order  in 
terms  of  the  St.  Louis  order  price  sub¬ 
ject  to  adjustment  by  specified  differen¬ 
tials. 

It  is  necessary  that  the  Class  I  price 
levels  for  areas  intervening  between  the 
eight  southern  counties  in  the  Southern 
Illinois  marketing  area  be  lower  than  the 
price  in  the  eight  southern  counties  and 
higher  than  the  price  at  Peoria.  This  is 
necessary,  as  pointed  out  previously,  be¬ 
cause  the  plants  to  the  north  are  nearer 


to  the  areas  of  reserve  milk  supply  in 
Wisconsin  and  Iowa. 

The  intermediate  Class  I  pricing 
should  provide  for  two  zones.  This  will 
result  in  smaller  price  differences  com¬ 
pared  to  adjoining  zones  than  would  a 
single  zone.  Each  step  in  price  reduc¬ 
tion  toward  the  Central  Illinois  area 
should  be  7  cents  per  hundredweight. 
This  will  result  in  a  7-cent  difference  also 
between  the  northern  zone  of  the  South¬ 
ern  Illinois  order  and  the  Class  I  price 
under  the  Central  Illinois  order. 

One  of  these  zones,  herein  called  the 
base  zone,  would  include  the  following 
counties:  Bond,  Calhoun,  Christian, 
Clark,  Clay,  Clinton,  Coles,  Crawford, 
Cumberland,  Edwards,  Effingham,  Fay¬ 
ette,  Greene.  Jasper,  Jefferson,  Jersey, 
Lawrence,  Macoupin,  Madison,  Marion, 
Monroe,  Montgomery,  Richland,  St.  Clair 
(except  Scott  Military  Reservation,  East 
St.  Louis,  Centreville,  Canteen,  and  Stites 
Townships  and  the  City  of  Belleville), 
Shelby,  Wabash,  Washington,  and 
Wayne. 

The  remaining  counties  would  consti¬ 
tute  the  northern  zone.  These  include 
Champaign,  De  Witt,  Douglas,  Edgar, 
Logan,  Macon,  McLean,  Menard,  Mor¬ 
gan,  Moultrie,  Piatt,  Sangamon,  and 
Vermilion. 

Some  of  the  plants  included  in  the  area 
herein  designated  as  the  base  zone  have 
been  subject  to  location  differential  de¬ 
ductions  under  the  present  Suburban  St. 
Louis  order.  The  zone  pricing,  however, 
would  establish  the  same  level  of  class 
prices  for  broad  bands  of  counties  from 
west  to  east  in  the  marketing  area. 
This  provides  uniform  pricing  among 
handlers  similarly  situated  as  to  sup¬ 
ply  and  demand  conditions. 

(d)(1)  Location  adjustments  on  milk 
received  at  pool  plants  directly  from  pro¬ 
ducer’s  farm.  No  location  adjustments 
should  apply  at  plants  located  within  the 
proposed  Southern  Illinois  marketing 
area.  Similarity  of  supply-demand  con¬ 
ditions  within  each  of  the  proposed  pric¬ 
ing  zones  (northern  zone,  base  zone,  and 
southern  zone)  requires  the  same  price 
level  to  all  plants  in  each  designated 
zone.  The  zone  differentials  on  the  Class 
I  and  uniform  prices  will  properly  reflect 
the  relative  value  of  milk  received  at 
various  locations  within  the  marketing 
area. 

Location  adjustments  as  now  provided 
in  the  order  should  be  revised  to  apply 
to  milk  which  is  received  from  producers 
at  a  pool  plant  located  outside  the  mar¬ 
keting  area  and  classified  as  Class  I.  It 
should  be  provided  that  the  Class  I  price 
specified  for  the  base  zone  be  reduced 
15  cents  at  a  plant  located  100  or  more 
miles  by  the  shortest  highway  distance 
from  the  nearer  of  the  city  or  village 
limits  of  the  following  points:  Alton,  Ill.; 
Vandalia,  Ill.;  or  Robinson,  Ill.  The 
Class  I  price  should  be  reduced  an  addi¬ 
tional  1.5  cents  for  each  10  miles  or  frac¬ 
tion  thereof  if  such  distance  exceeds  110 
miles. 

Presently,  location  adjustments  under 
the  Suburban  St.  Louis  order  are  meas¬ 
ured  from  the  nearest  of  the  four  basing 
points  of  either  Alma,  Alton,  Benton,  or 
Red  Bud,  Ill.  The  substantial  market¬ 


ing  area  expansion  and  the  zone  price 
structure  herein  recommended  for  the 
Southern  Illinois  order  requires  a  change 
to  the  three  basing  points  previously 
named.  The  use  of  Alton,  Vandalia,  and 
Robinson  will  provide  appropriate  recog¬ 
nition  of  the  location  value  of  producer 
milk  received  at  a  pool  plant  located 
north  of  the  marketing  area  or  at  a  simi¬ 
lar  distance  in  other  directions  from  the 
base  zone.  The  City  of  Alton  is  located 
on  the  western  edge  of  the  base  zone, 
Vandalia  in  the  center  and  Robinson  on 
the  eastern  edge.  Within  100  miles  to 
the  north  of  these  three  points  is  nearly 
all  of  the  proposed  Southern  Illinois 
marketing  area.  The  location  differen¬ 
tials  would  apply  also  in  other  directions 
wherever  a  plant  might  be  located. 

In  order  that  the  Class  I  price  at  a 
plant  outside  the  marketing  area,  but  in 
the  western  counties  of  the  State  of  Illi¬ 
nois,  be  properly  aligned  with  the  price 
structure  of  the  nearby  northern  zone, 
it  should  be  provided  that  the  applicable 
Class  I  price  at  such  a  plant  under  the 
Southern  Illinois  order  be  equal  to  the 
Class  I  price  applicable  at  a  northern 
zone  pool  plant. 

In  the  case  of  transfers  of  fluid  milk 
products  between  pool  plants,  the  limi¬ 
tation  on  assignment  to  Class  I  in  the 
second  plant  should  be  modified.  This 
assignment  should  be  not  more  than  the 
quantity  by  which  105  percent  of  Class  I 
disposition  at  the  transferee  plant  ex¬ 
ceeds  its  receipts  of  producer  milk  and 
Class  I  assigned  to  other  order  milk  and 
unregulated  supply  plant  milk.  The  rea¬ 
sons  for  such  tolerance  factor  are  ex¬ 
plained  in  the  findings  and  conclusions 
on  the  Central  Illinois  order. 

(d)  (3),  (4),  and  (5)  Price  applicable 
for  milk  diverted  to  another  pool  plant 
or  to  an  other  order  plant.  Milk  di¬ 
verted  to  another  pool  plant  should  be 
priced  at  the  location  of  the  pool  plant 
to  which  it  is  diverted.  This  is  neces¬ 
sary  to  assure  uniform  class  prices  to 
handlers  according  to  the  location  of  the 
plant  where  the  milk  is  received  from 
farmers. 

When  milk  of  a  producer  is  diverted 
from  one  pool  plant  to  another,  the  Class 
I  price  at  the  second  plant  may  be  higher 
or  lower  because  of  location  or  zone  dif¬ 
ferentials.  In  either  case,  if  any  of  the 
milk  is  used  in  Class  I  at  the  second 
plant,  the  Class  I  price  at  that  plant 
should  detemiine  the  use  value.  Other¬ 
wise,  uniform  class  pricing  to  handlers 
would  not  be  assured. 

Although  the  proper  Class  I  price 
would  be  established  at  the  location  of 
the  second  plant  where  the  milk  is  physi¬ 
cally  received,  the  first  handler,  who  di¬ 
verted  the  milk,  would  be  responsible  to 
the  pool  for  payment  at  such  Class  I 
price  for  any  of  the  milk  so  used.  This  is 
his  responsibility  because  the  milk  was 
diverted  for  his  account.  Further,  by 
diverting  the  milk  to  a  plant  where  the 
Class  I  price  is  higher,  he  has  caused 
the  milk  to  have  a  higher  value  in  Class 
I  than  if  delivered  for  such  use  at  his 
own  plant.  The  handling  of  the  milk 
from  farm  to  plant  is  identical  with  the 
handling  of  milk  of  producers  regularly 
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delivering  to  the  second  plant,  and  should 
be  similarly  priced. 

The  producer’s  uniform  price  should 
be  adjusted  in  the  same  manner  to  reflect 
the  value  of  milk  according  to  the  loca¬ 
tion  to  which  delivered.  Such  adjust¬ 
ment  would  be  at  the  rates  established 
under  this  order  to  be  applicable  to  pro¬ 
ducer  uniform  prices. 

(e)  Administrative  provisions  and 
conforming  changes.  A  specific  pro¬ 
vision  concerning  transportation  rates 
has  been  deleted  since  such  information 
will  be  reported  on  handler  payrolls  sub¬ 
mitted  each  month. 

For  purposes  of  simplifying  order  pay¬ 
ment  provisions,  payment  to  cooperative 
associations  for  milk  delivered  to  pool 
plants  for  which  the  cooperative  acts  as 
the  handler  pursuant  to  S  1032.9(d) 
should  be  at  the  uniform  price.  This 
milk  has  been  included  in  the  modified 
definition  of  producer  milk  and  would  be 
subject  to  the  same  classification  and  al¬ 
location  provisions  as  other  producer 
milk.  Payment  for  this  milk  at  the  uni¬ 
form  price  will  facilitate  adjustments  in 
payments  if  audit  by  the  market  admin¬ 
istrator  discloses  an  error  in  classification 
or  other  errors  which  change  the  han¬ 
dler’s  obligation.  The  payment  of  money 
due  can  then  be  handled  through  pay¬ 
ments  into  and  out  of  the  producer-set¬ 
tlement  fund.  This  avoids  the  added 
complications  of  billings  and  payments 
between  the  cooperative  association  and 
the  handler. 

It  was  proposed  that  the  butterfat  dif¬ 
ferential  be  changed  for  Class  I  pur¬ 
poses,  to  the  level  of  the  Class  n  butter- 
fat  differential.  The  use  of  the  Class  II 
butterfat  differential  should  not  be 
adopted  because  it  would  bring  aljout  a 
misalignment  of  prices  with  other  mar¬ 
kets  which  are  closely  associated  with 
much  of  the  proposed  expanded  market¬ 
ing  area.  This  would  be  particularly 
true  for  the  nearby  Central  Illinois  regu¬ 
lation  since  this  proposal  was  not  made 
for  that  order. 

Although  proponent  suggested  this 
would  be  an  aid  in  the  disposition  of  but¬ 
terfat,  it  was  not  shown  that  any  im¬ 
provement  in  producer  returns  would 
result. 

Rulings  on  Proposed  Findings  and 
Conclusions 

Briefs  and  proposed  findings  and  con¬ 
clusions  were  filed  on  behalf  of  certain 
interested  parties.  These  briefs,  pro¬ 
posed  findings  and  conclusions  and  the 
evidence  in  the  record  were  considered 
in  making  the  findings  and  conclusions 
set  forth  above.  To  the  extent  that  the 
suggested  findings  and  conclusions  filed 
by  interested  parties  are  inconsistent 
with  the  findings  and  conclusions  set 
forth  herein,  the  requests  to  make  such 
findings  or  reach  such  conclusions  are 
denied  for  the  reasons  previously  stated 
in  this  decision. 

General  Findings 

The  findings  and  determinations  here¬ 
inafter  set  forth  are  supplementary  and 
in  addition  to  the  findings  and  determi¬ 
nations  previously  made  in  connection 
with  the  issuance  of  the  order  (Part 


1032)  regulating  the  handling  of  milk 
in  the  Suburban  St.  Louis  marketing 
area  and  of  the  previously  issued  amend¬ 
ments  thereto;  and  all  of  said  previous 
findings  and  determinations  are  hereby 
ratified  and  affirmed,  except  insofar  as 
such  findings  and  determinations  may 
be  in  conflict  with  the  findings  and  de¬ 
terminations  set  forth  herein. 

(a)  The  tentative  marketing  agree¬ 
ment  and  the  proposed  order  for  the 
Central  Illinois  marketing  area  and  the 
tentative  marketing  agreement  and  the 
order  as  hereby  proposed  to  be  amended 
for  the  Suburban  St.  Louis  marketing 
area  and  all  of  the  terms  and  conditions 
thereof  will  tend  to  effectuate  the  de¬ 
clared  policy  of  the  Act; 

(b)  The  parity  prices  of  milk  as  deter¬ 
mined  pursuant  to  section  2  of  the  Act 
are  not  reasonable  in  view  of  the  price 
of  feeds,  available  supplies  of  feeds,  and 
other  economic  conditions  which  affect 
market  supply  and  demand  for  milk  in 
the  marketing  areas,  and  the  minimum 
prices  specified  in  the  proposed  market¬ 
ing  agreements  and  the  orders  are  such 
prices  as  will  reflect  the  aforesaid  factors, 
insure  a  sufficient  quantity  of  pure  and 
wholesome  milk,  and  be  in  the  public 
interest;  and 

(c)  The  tentative  marketing  agree¬ 
ment  and  the  proposed  order  for  the  Cen¬ 
tral  Illinois  marketing  area  and  the  ten¬ 
tative  marketing  agreement  and  the 
order  as  hereby  proposed  to  be  amended 
for  the  Suburban  St.  Louis  marketing 
area  will  regulate  the  handling  of  milk  in 
the  same  manner  as,  and  will  be  appli¬ 
cable  to  persons  in  the  respective  classes 
of  Industrial  and  commercial  activity 
specified  in,  a  marketing  agreement  upon 
which  a  hearing  has  been  held. 

Recommended  Marketing  Agreements 
and  Orders 

The  following  order  for  the  Central 
Illinois  marketing  area  and  the  order 
amending  the  order  regulating  the  han¬ 
dling  of  milk  in  the  Suburban  St.  Louis 
marketing  area  are  recommended  as  the 
detailed  and  appropriate  means  by  which 
the  foregoing  conclusions  may  be  carried 
out.  The  recommended  marketing 
agreements  are  not  included  in  this  deci¬ 
sion  because  the  regulatory  provisions 
thereof  would  be  the  same  as  those  con¬ 
tained  in  the  respective  orders  as  set 
forth  herein. 

Recommended  Order  (Part  1050 )  Reg¬ 
ulating  the  Handling  of  Milk  in  the 
Central  Illinois  Marketing  Area 
Definitions 

Sec. 

1050.1  Act. 

1050.2  Secretary. 

1050.3  Department. 

1050.4  Person. 

1050.5  Cooperative  association. 

1050.6  Central  Illinois  marketing  area. 

1050.7  Producer. 

1050.8  Producer-handler. 

1050.9  Handler. 

1050.10  Distributing  plant. 

1050.11  Supply  plant. 

1050.12  Pool  plant. 

1050.13  Nonpool  plant. 

1050.14  Producer  milk. 

1050.15  Other  source  milk. 

1050.16  Fluid  milk  product. 

1050.17  Route. 


Sec. 

1050.18  Chicago  butter  price. 

1050.19  Reload  point. 

Market  Administrator 

1050.20  Designation. 

1050.21  Powers. 

1050.22  Duties. 

Reports,  Records,  and  Facilities 

1050.30  Reports  of  receipts  and  utilization. 

1050.31  Other  reports. 

1050.32  Payroll  reports. 

1050.33  Reports  to  cooperative  associations. 

1050.34  Records  and  facilities. 

1050.35  Retention  of  records. 

Classification 

1050.40  Skim  milk  and  butterfat  to  be 

classified. 

1050.41  Classes  of  utilization. 

1050.42  Responsibility  of  handlers  and  re¬ 

classification  of  milk. 

1050.43  Transfers  and  diversions. 

1050.44  Computation  of  skim  milk  and 

butterfat  In  each  class. 

1050.45  Allocation  of  skim  milk  and  butter¬ 

fat  classified. 

1050.46  Shrinkage. 

Minimum  Prices 

1050.50  Basic  formula  price. 

1050.51  Class  prices. 

1050.52  Butterfat  differentials  to  handlers. 

1050.53  Location  adjustments  to  handlers. 

1050.54  Use  of  equivalent  prices. 

Application  of  Provisions 

1050.60  Producer-handlers. 

1050.61  Plants  subject  to  other  Federal 

orders. 

1050.62  Obligations  of  handler  operating  a 

partially  regulated  distributing 
plant. 

Determination  of  Uniform  Price  to 
Producers 

1050.70  Computation  of  the  net  pool 

obligation  of  each  pool  handler. 

1060.71  Computation  of  the  uniform  price. 

1050.72  Notification  of  handlers. 

Payments 

1050.80  Time  and  method  of  payment  for 

producer  milk. 

1050.81  Butter  differential  to  producers. 

1050.82  Location  differentials  to  producers 

and  on  nonpool  milk. 

1050.83  Producer-settlement  fund. 

1050.84  Payments  to  the  producer-settle¬ 

ment  fund. 

1050.85  Payments  out  of  the  producer- 

settlement  fund. 

1050.86  Adjustment  of  accounts. 

1050.87  Expense  of  administration. 

1050.88  Marketing  services. 

1050.89  Adjustment  of  overdue  accounts. 

Termination  of  Obligations 

1050.90  Termination  of  obligations. 
Miscellaneous  Provisions 

1050.100  Effective  time. 

1050.101  Suspension  or  termination. 

1060.102  Continuing  obligations. 

1060.103  Liquidation. 

1050.104  Agents. 

1050.105  Separability  of  provisions. 

Authority  :  The  provisions ,  of  this  Part 
1050  Issued  under  secs.  1-19,  48  Stat.  31,  as 
amended;  7  U.S.C.  601-674. 

i 

Definitions 

§  1050.1  Act. 

“Act”  means  Public  Act  No.  10,  73d 
Congress,  as  amended,  and  as  reenacted 
and  amended  by  the  Agricultural  Mar- 
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keting  Agreement  Act  of  1937,  as 
amended  <7  U.S.C.  601  et  sea.) . 

§  1050.2  Secretary. 

“Secretary”  means  the  Secretary  of 
Agriculture  or  any  officer  or  employee  of 
the  United  States  authorized  to  exercise 
the  powers  and  to  perform  the  duties  of 
the  Secretary  of  Agriculture. 

§  1050.3  Department. 

“Department”  means  the  U.S.  Depart¬ 
ment  of  Agriculture. 

§  1050.4  Person. 

“Person"  means  any  Individual,  part¬ 
nership,  corporation,  association,  or  any 
other  business  unit. 

§  1050.5  Cooperative  association. 

“Cooperative  association”  means  any 
cooperative  marketing  association  of  pro¬ 
ducers  which  the  Secretary  determines: 

(a)  To  be  qualified  under  the  provi¬ 
sions  of  the  Act  of  Congress  of  February 
18,  1922,  as  amended,  known  as  the 
“Capper-Volstead  Act”;  and 

<b)  To  be  engaged  in  making  collec¬ 
tive  sales,  or  marketing  milk  or  its  prod¬ 
ucts  for  its  members. 

§  1050.6  Central  Illinois  marketing  area. 

The  “Central  Illinois  marketing  area” 
hereinafter  called  the  “marketing  area” 
means  all  the  territory  within  the  follow¬ 
ing  counties  all  of  which  are  in  the  State 
of  Illinois  together  with  all  municipal 
corporations  therein  and  all  institutions 
owned  or  operated  by  the  Federal,  State, 
county  or  municipal  governments  located 
wholly  or  partially  within  such  counties : 

Cass.  McDonough. 

Ford.  '  Peoria. 

Fulton.  Stark. 

Knox.  Tazewell. 

Livingston.  Warren. 

Marshall.  Woodford. 

Mason. 

§  1050.7  Producer. 

“Producer"  means  any  person,  other 
than  a  producer-handler  as  defined  in 
any  order  (including  this  part)  issued 
pursuant  to  the  Act.  who  produces  milk 
in  compliance  with  the  Grade  A  inspec¬ 
tion  requirements  of  a  duly  constituted 
health  authority,  and  whose  milk  is  (a) 
received  at  a  pool  plant,  or  (b)  diverted 
as  producer  milk  pursuant  to  §  1050.14. 

§  1050.8  Producer-handler. 

“Producer-handler”  means  a  person 
who: 

(a)  Operates  a  distributing  plant  and 
processes  milk  from  his  own  farm  pro¬ 
duction  and  who  distributes  all  or  a  por¬ 
tion  of  such  milk  in  the  marketing  area 
on  a  route  but  who  receives  no  milk  from 
other  dairy  farmers  or  fluid  milk  prod¬ 
ucts  from  nonpool  plants:  Provided, 
That  the  skim  milk  and  butterfat  dis¬ 
posed  of  in  the  form  of  fluid  milk  prod¬ 
ucts  designated  as  Class  I  milk  pursuant 
to  §  1050.41(a)  does  not  exceed  the  skim 
milk  and  butterfat,  respectively,  in  the 
form  of  milk  from  his  own  farm  produc¬ 
tion,  and  in  the  form  of  fluid  milk  prod¬ 
ucts  from  pool  plants  of  other  handlers; 
and 


(b)  Assumes  as  his  personal  enter¬ 
prise  and  risk  the  processing  and  dis¬ 
tributing  of  fluid  milk  products  and  the 
maintenance,  care  and  management  of 
dairy  animals  and  other  resources  neces¬ 
sary  to  produce  his  own  farm  milk 
production. 

§  1050.9  Handler. 

“Handler”  means: 

(a)  Any  person  in  his  capacity  as  the 
operator  of  a  pool  plant; 

(b)  Any  person  in  his  capacity  as  the 
operator  of  a  partially  regulated  dis¬ 
tributing  plant; 

(c)  Any  cooperative  association  with 
respect  to  milk  of  its  members  diverted 
for  its  account  from  a  pool  plant  to  a 
nonpool  plant  pursuant  to  §  1050.14; 

(d)  Any  cooperative  association  with 
respect  to  the  milk  of  its  members  which 
is  received  from  the  farm  for  delivery  to 
the  pool  plant  of  another  handler  in  a 
tank  truck  owned  and  operated  by,  or 
under  contract  to  such  cooperative  as¬ 
sociation.  The  cooperative  association, 
prior  to  the  1st  day  of  the  month  of  de¬ 
livery,  shall  notify  in  writing  the  market 
administrator  and  the  handler  to  whose 
plant  the  milk  is  delivered,  that  it  will 
be  the  handler  for  the  milk.  For  pur¬ 
poses  of  location  adjustments  to  pro¬ 
ducers,  milk  so  delivered  shall  be  deemed 
to  have  been  received  by  the  cooperative 
association  at  a  pool  plant  at  the  loca¬ 
tion  of  the  pool  plant  to  which  it  is 
delivered; 

(e)  Any  person  in  his  capacity  as  the 
operator  of  an  unregulated  supply  plant; 
and 

(f)  A  producer-handler,  or  any  per¬ 
son  who  operates  an  other  order  plant 
described  in  §  1050.61. 

§  1050.10  Distributing  plant. 

“Distributing  plant”  means  any  plant 
at  which  fluid  milk  products  are  proc¬ 
essed  and  packaged  and  from  which 
Grade  A  fluid  milk  products  are  disposed 
of  on  a  route(s)  in  the  marketing  area 
during  the  month. 

§  1050.11  Supply  plant. 

“Supply  plant”  means  any  plant  at 
which  Grade  A  milk  is  received  from 
dairy  farmers  and  from  which  fluid  milk 
products  are  moved  to  a  distributing 
plant. 

§  1050.12  Pool  plant. 

“Pool  plant”  means: 

(a)  A  distributing  plant,  other  than 
that  of  a  producer-handler  or  one  de¬ 
scribed  in  §  1050.61,  from  which  during 
the  month: 

(1)  Disposition  of  fluid  milk  products 
in  the  marketing  area  on  routes  is  equal 
to  10  percent  or  more  of  its  Grade  A 
receipts  from  dairy  farmers  and  coopera¬ 
tive  associations  in  their  capacity  as 
handlers  pursuant  to  S  1050.9(d),  or 
from  which  an  average  of  not  less  than 
7,000  pounds  per  day  of  fluid  milk  prod¬ 
ucts  is  distributed  on  routes  in  the  mar¬ 
keting  area;  and 

(2)  Total  disposition  of  fluid  milk 
products  on  routes  is  equal  to  50  percent 
or  more  of  its  Grade  A  receipts  from 
dairy  farmers  and  cooperative  associa¬ 


tions  in  their  capacity  as  handlers  pur¬ 
suant  to  §  1050.9(d)  during  the  months 
of  August  through  February  and  40  per¬ 
cent  during  all  other  months; 

(b)  A  supply  plant  from  which  during 
the  month  an  amount  equal  to  50  percent 
or  more  of  its  receipts  of  Grade  A  milk 
from  dairy  farmers  and  from  cooperative 
associations  in  their  capacity,  as  handlers 
pursuant  to  §  1050.9(d)  is  moved  to  and 
received  at  a  pool  plant(s)  described  in 
paragraph  (a)  of  this  section  which  have 
at  least  50  percent  Class  I  use  of  the 
total  of  such  milk  and  producer  milk 
receipts  in  the  months  of  August  through 
February  and  40  percent  in  other 
months; 

(c)  Any  supply  plant  during  the 
months  of  March  through  July  that  was 
a  pool  plant  during  each  of  the  preceding 
months  of  August  through  February  un¬ 
less  the  operator  of  such  plant  notifies 
the  market  administrator  in  writing  be¬ 
fore  the  1st  day  of  any  such  month  of 
his  intention  to  withdraw  such  plant  as 
a  pool  plant,  in  which  case  such  plant 
shall  thereafter  be  a  nonpool  plant  un¬ 
til  it  again  meets  the  shipping  require¬ 
ments  set  forth  in  paragraph  (b)  of  this 
section;  and 

(d)  For  purposes  of  determining  pool 
plant  status  pursuant  to  this  section, 
Grade  A  receipts  from  dairy  farmers 
shall  Include  all  quantities  of  milk  di¬ 
verted  pursuant  to  S  1050.14(b)  (1),  (2), 
and  (3)  by  an  operator  of  a  pool  plant. 

§  1050.13  Nonpool  plant. 

“Nonpool  plant”  means  any  milk  re¬ 
ceiving,  manufacturing  or  processing 
plant  other  than  a  pool  plant.  The  fol¬ 
lowing  categories  of  nonpool  plants  are 
further  defined  as  follows: 

(a)  “Other  order  plant"  means  a  plant 
that  is  fully  subject  to  the  pricing  and 
pooling  provisions  of  another  order  is¬ 
sued  pursuant  to  the  Act. 

(b)  “Producer-handler  plant”  means 
a  plant  operated  by  a  producer-handler 
as  defined  in  any  order  (including  this 
part)  issued  pursuant  to  the  Act. 

(c)  “Partially  regulated  distributing 
plant”  means  a  nonpool  plant  that  is 
neither  an  other  order  plant  nor  a  pro¬ 
ducer-handler  plant,  from  which  fluid 
milk  products  labeled  Grade  A  in  con¬ 
sumer-type  packages  or  dispenser  units 
are  distributed  on  routes  in  the  market¬ 
ing  area  during  the  month. 

(d)  “Unregulated  supply  plant”  means 
a  nonpool  plant  that  is  neither  an  other 
order  plant  nor  a  producer-handler 
plant,  from  which  Grade  A  fluid  milk 
products  are  shipped  to  a  pool  plant. 

§  1050.14  Prodarer  milk. 

“Producer  milk”  means  all  skim  milk 
and  butterfat  produced  by  producers 
which  is: 

(a)  Received  during  the  month : 

(1)  At  a  pool  plant  from  producers  or 
from  a  cooperative  association  as  a  han¬ 
dler  pursuant  to  §  1050.9(d) :  Provided, 
That  milk  received  at  a  pool  plant  by  di¬ 
version  from  a  plant  at  which  such  milk 
is  fully  subject  to  the  pricing  and  pool¬ 
ing  under  the  terms  or  provisions  of  an¬ 
other  order  issued  pursuant  to  the  Act 
shall  not  be  producer  milk ;  and 
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(2)  By  a  cooperative  association  as  a 
handler  pursuant  to  §  1050.9(d)  but 
which  is  not  delivered  to  a  pool  plant  of 
another  handler  and  constitutes  shrink¬ 
age  pursuant  to  5  1050.41(b)(7)  or  as 
Class  I  shrinkage;  or 

(b)  Diverted  by  a  handler  who  is  the 
operator  of  a  pool  plant  or  by  a  coopera¬ 
tive  association  pursuant  to  the  follow¬ 
ing  conditions : 

(1)  Milk  of  a  producer  diverted  from 
a  pool  plant  for  the  account  of  the  plant 
operator  to  another  pool  plant(s)  for  not 
more  days  of  production  of  such  pro¬ 
ducer’s  milk  than  is  physically  received 
at  a  pool  plant(s)  from  which  diverted; 

(2)  Milk  of  a  producer  diverted  from 
a  pool  plant  to  a  nonpool  plant(s)  at 
which  the  handling  of  milk  is  not  fully 
subject  to  the  pricing  and  pooling  pro¬ 
visions  of  another  order  Issued  pursuant 
to  the  Act  on  any  day  during  the  months 
of  May  and  June  and  in  any  other  month 
for  not  more  than  8  days  of  production 
of  producer  milk  by  such  producer; 

(3)  Milk  of  a  producer  diverted  dur¬ 
ing  the  month  as  Class  II  milk  from  a 
pool  plant  to  a  nonpool  plant(s)  at  which 
the  handling  of  milk  is  fully  subject  to 
the  pricing  and  pooling  provisions  of 
another  order  issued  pursuant  to  the  Act 
for  not  more  days  of  production  of  pro¬ 
ducer  milk  by  such  producer  than  is  re¬ 
ceived  at  a  pool  plant (s)  pursuant  to 
paragraph  (a)  of  this  section:  Provided, 
That  milk  so  diverted  shall  not  be  pro¬ 
ducer  milk  if,  notwithstanding  the  pro¬ 
visions  of  this  subparagraph,  the  milk 
is  fully  subject  to  the  pricing  and  pool¬ 
ing  provisions  of  the  other  order; 

(4)  For  pricing  purposes  milk  di¬ 
verted  pursuant  to  subparagraph  (2)  of 
this  paragraph  shall  be  deemed  to  be 
received  by  the  diverting  handler  at  the 
location  of  the  plant  from  which  di¬ 
verted:  Provided,  That  milk  diverted  to 
a  plant  located  more  than  110  miles  from 
the  City  Hall  of  Peoria,  Ill.  (by  the  short¬ 
est  highway  distance  as  determined  by 
the  market  administrator),  shall  be 
deemed  to  be  received  by  the  diverting 
handler  at  the  location  of  the  plant  to 
which  diverted;  and 

(5)  For  pricing  purposes  milk  diverted 
pursuant  to  subparagraphs  (1)  and  (3) 
of  this  paragraph  shall  be  deemed  to  be 
received  by  the  diverting  handler  at  the 
location  of  the  plant  to  which  diverted. 

§  1050.15  Other  source  milk. 

“Other  source  milk”  means  all  skim 
milk  and  butterfat  contained  in: 

(a)  Receipts  during  the  month  of 
fluid  milk  products  except: 

(1)  Fluid  milk  products  received  from 
pool  plants; 

(2)  Producer  milk;  and 

(3)  Inventory  of  fluid  milk  products 
on  hand  at  the  beginning  of  the  month; 

(b)  Products,  other  than  fluid  milk 
products  from  any  source  (including 
those  produced  at  the  plant)  which  are 
reprocessed  or  converted  to  another 
product  in  the  plant  during  the  month; 
and 

(c)  Any  disappearance  of  nonfluid 
milk  products  not  otherwise  accounted 
for. 


§  1050.16  Fluid  milk  product. 

“Fluid  milk  product”  means  milk,  skim 
milk,  buttermilk,  plain  or  flavored  milk 
and  milk  drinks  (ion modified  or  forti¬ 
fied),  including  “dietary  milk  products” 
and  reconstituted  milk  or  skim  milk; 
concentrated  milk  not  in  hermetically 
sealed  containers,  cream  (sweet  or  sour) , 
and  mixtures  of  cream  and  milk  or  skim 
milk,  but  not  including  the  following: 
Aerated  cream  products,  frozen  storage 
cream,  cultured  sour  cream  mixtures 
other  than  sour  cream,  eggnog,  yogurt, 
frozen  dessert  mixes,  evaporated  or  con¬ 
densed  milk,  and  sterilized  fluid  milk 
products  in  hermetically  sealed  con¬ 
tainers. 

§  1050.17  Route. 

“Route”  means  a  delivery  (including 
disposition  from  a  plant  store  or  from 
a  distribution  point  and  distribution  by 
a  vendor  or  vending  machine)  of  any 
fluid  milk  product  to  a  retail  or  whole¬ 
sale  outlet  (a)  other  than  a  pool  plant 
or  a  nonpool  plant,  or  (b)  a  commercial 
food  processor  pursuant  to  §  1050.41(b) 
(2). 

§  1050.18  Chicago  butter  price. 

"Chicago  butter  price”  means  the 
simple  average,  as  computed  by  the 
market  administrator,  of  the  daily  whole¬ 
sale  selling  prices  (using  the  midpoint  of 
any  price  range  as  one  price)  per  pound 
of  92-score  bulk  creamery  butter  at 
Chicago  as  reported  during  the  month  by 
the  Department. 

§  1050.19  Reload  point. 

“Reload  point”  means  a  location  at 
which  facilities  approved,  by  a  health 
authority  exercising  jurisdiction  in  the 
marketing  area,  only  for  the  transfer  of 
milk  from  one  tank  truck  to  another  and 
for  the  washing  of  tank  trucks  and  at 
which  milk  moved  from  the  farm  in  a 
tank  truck  is  commingled  in  a  tank  truck 
with  milk  from  other  tank  trucks  before 
entering  a  milk  plant:  Provided,  That 
reloading  facilities  on  the  premises  of  a 
plant  having  equipment  for  the  receiving, 
cooling,  storing  and  processing  of  milk, 
which  equipment  is  in  current  use  during 
the  month,  shall  be  considered  a  supply 
plant  rather  than  a  reload  point. 

Market  Administrator 
§  1050.20  Designation. 

The  agency  for  the  administration  of 
this  part  shall  be  a  market  administra¬ 
tor,  appointed  by  the  Secretary,  who 
shall  be  entitled  to  such  compensation  as 
may  be  determined  by,  and  shall  be  sub¬ 
ject  to  removal  by  the  Secretary. 

§  1050.21  Powers. 

The  market  administrator  shall  have 
the  following  powers  with  respect  to  this 
part: 

(a)  Administer  its  terms  and  pro¬ 
visions; 

(b)  Receive,  investigate,  and  report  to 
the  Secretary  complaints  of  violations; 

(c)  Make  such  rules  and  regulations  as 
are  necessary  to  effectuate  its  terms  and 
provisions;  and 

(d)  Recommended  amendments  to  the 
Secretary. 


§  1050.22  Duties. 

The  market  administrator  shall  per¬ 
form  all  the  duties  necessary  to  adminis¬ 
ter  the  terms  and  provisions  of  this  part, 
including,  but  not  limited  to,  the 
following: 

(a)  Within  45  days  following  the  date 
on  which  he  enters  on  duty,  or  such 
lesser  period  as  may  be  prescribed  by  the 
Secretary,  execute  and  deliver  to  the 
Secretary  a  bond,  effective  as  of  the  date 
on  which  he  enters  upon  his  duties  and 
conditioned  upon  the  faithful  perform¬ 
ance  of  his  duties,  in  an  amount  and  with 
surety  thereon  satisfactory  to  the 
Secretary ; 

(b)  Employ  and  fix  the  compensation 
of  such  persons  as  may  be  necessary  to 
enable  him  to  administer  the  terms  and 
provisions  of  this  part; 

(c)  Obtain  a  bond  in  a  reasonable 
amount,  and  with  satisfactory  surety 
thereon,  covering  each  employee  who 
handles  funds  entrusted  to  the  market 
administrator; 

(d)  Pay  from  the  funds  received  pur¬ 
suant  to  §  1050.87,  the  cost  of  his  bond 
and  of  the  bonds  of  his  employees,  his 
own  compensation  and  all  other  expenses, 
except  those  incurred  under  §  1050.88 
that  are  necessarily  incurred  by  him  in 
the  maintenance  and  functioning  of  his 
office  and  in  the  performance  of  his 
duties; 

(e)  Keep  such  books  and  records  as 
will  clearly  reflect  the  transactions  pro¬ 
vided  for  in  this  part,  and  upon  request 
by  the  Secretary  submit  such  books  and 
records  to  examination  by  the  Secretary 
and  such  other  persons  as  the  Secretary 
may  designate; 

(f)  Prepare  and  disseminate,  for  the 
benefit  of  producers,  consumers,  and 
handlers,  such  statistics  and  information 
concerning  the  operation  of  this  part  as 
do  not  reveal  confidential  information; 

(g)  Verify  all  reports  and  payments  of 
each  handler  by  audit  or  such  other  in¬ 
vestigation  as  may  be  necessary,  of  such 
handler's  records  and  facilities  and  of 
the  records  and  facilities  of  any  other 
person  upon  whose  utilization  the  classi¬ 
fication  of  skim  milk  and  butterfat  for 
such  handler  depends; 

(h)  Publicly  announce  on  or  before: 

(1)  The  6th  day  of  each  month,  the 
minimum  price  for  Class  I  milk,  pursuant 
to  5  1050.51(a),  and  the  Class  I  butter¬ 
fat  differential,  pursuant  to  5  1050.52(a) , 
both  for  the  current  month;  and  the 
minimum  price  for  Class  n  milk,  pur¬ 
suant  to  5  1050.51(b),  and  the  Class  II 
butterfat  differential,  pursuant  to 
5  1050.52(b),  both  for  the  preceding 
month;  and 

(2)  The  12th  day  after  the  end  of  each 
month,  the  uniform  price,  pursuant  to 
5  1050.71,  and  the  producer  butterfat 
differential,  pursuant  to  §  1050.81. 

(i)  On  or  before  the  12th  day  after  the 
end  of  each  month,  report  to  each  co¬ 
operative  association  which  so  requests, 
the  class  utilization  of  producer  milk  re¬ 
ceived  by  each  handler  from  a  co¬ 
operative  association  or  from  members 
of  the  association.  For  the  purpose  of 
this  report,  the  milk  caused  to  be  so  de¬ 
livered  by  an  association  shall  be  pro- 
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lated  to  each  class  in  the  proportion  that 
the  total  receipts  of  milk  received  from 
producers  by  such  handler  were  used  in 
each  class; 

(j)  The  12th  day  after  the  end  of  each 
month,  report  to  each  handler  the 
amount  and  value  of  producer  milk, 
amounts  payable  to  or  payable  from  the 
producer-settlement  fund,  and  amounts 
due  the  administrative  assessment  and 
marketing  service  accounts; 

(k)  Whenever  required  for  purpose  of 
allocating  receipts  from  other  order 
plants  pursuant  to  §  1050.45(a)(9)  and 
the  corresponding  step  of  §  1050.45(b), 
the  market  administrator  shall  estimate 
and  publicly  announce  the  utilization  (to 
the  nearest  whole  percentage)  in  each 
class  during  the  month  of  skim  milk  and 
butterfat,  respectively,  in  producer  milk 
of  all  handlers.  Such  estimate  shall  be 
based  upon  the  most  current  available 
data  and  shall  be  final  for  such  purpose ; 

(l)  Report  to  the  market  administra¬ 
tor  of  the  other  order,  as  soon  as  possible 
after  the  report  of  receipts  and  utiliza¬ 
tion  for  the  month  is  received  from  a 
handler  who  has  received  fluid  milk 
products  from  an  other  order  plant,  the 
classification  to  which  such  receipts  are 
allocated  pursuant  to  §  1050.45  pursuant 
to  such  report  and  thereafter  any  change 
in  such  allocation  required  to  correct 
errors  disclosed  in  verification  of  such 
report;  and 

(m)  Furnish  to  each  handler  operat¬ 
ing  a  pool  plant  who  has  shipped  fluid 
milk  products  to  an  other  order  plant, 
the  classification  to  which  the  skim  milk 
and  butterfat  in  such  fluid  milk  products 
were  allocated  by  the  market  administra¬ 
tor  of  the  other  order  on  the  basis  of  the 
report  of  the  receiving  handler;  and,  as 
necessary,  any  changes  in  such  classifica¬ 
tion  arising  in  the  verification  of  such 
report. 

Reports,  Records,  and  Facilities 

§  1050.30  Reports  of  receipts  and  utili¬ 
zation. 

Not  later  than  the  7th  day  after  the 
end  of  the  month,  each  handler  shall  re¬ 
port  to  the  market  administrator,  in  the 
detail  and  on  the  forms  prescribed  by 
the  market  administrator,  the  following 
information  for  the  preceding  month: 

(a)  Each  handler  operating  a  pool 
plant  (s)  shall  report  separately  for  each 
pool  plant: 

(1)  The  quantities  of  skim  milk  and 
butterfat  contained  in: 

(1)  Milk  received  directly  from  pro¬ 
ducers  showing  separately  any  milk  of 
the  handler’s  own  farm  production; 

(ii>  Milk  received  from  a  cooperative 
association  pursuant  to  §  1050.9(d) ; 

( iii )  Fluid  milk  products  received  from 
other  pool  plants;  and 

(iv)  Other  source  milk; 

(2)  The  inventories  of  skim  milk  and 
butterfat  on  hand  at  the  beginning  and 
the  end  of  the  month; 

(3)  The  utilization  of  all  skim  milk 
and  butterfat  required  to  be  reported  by 
this  section,  including  a  separate  state¬ 
ment  of  the  disposition  of  Class  I  milk 
outside  the  marketing  area; 


(4)  The  name  and  address  of  each 
producer  from  whom  milk  was  received 
with  statements  showing  dates  on  which 
such  producer  started  shipping  and  the 
date  on  which  milk  shipments  stopped; 
and 

(5)  Such  other  information  with  re¬ 
spect  to  the  receipts  and  utilization  of 
milk  and  milk  products  as  the  market 
administrator  may  require; 

(b)  Each  cooperative  association  shall 
report  with  respect  to  milk  for  which  it 
is  the  handler  pursuant  to  either  §  1050.9 

(c)  or  (d) : 

(1)  The  quantities  of  skim  milk  and 
butterfat  received  from  producers; 

(2)  The  utilization  of  skim  milk  and 
butterfat  for  which  it  is  the  handler 
pursuant  to  §  1050.9(c) ; 

(3)  The  quantities  of  skim  milk  and 
butterfat  delivered  to  each  pool  plant 
pursuant  to  §  1050.9(d) ;  and 

(4)  Such  other  information  with  re¬ 
spect  to  receipts  and  utilization  as  the 
market  administrator  may  prescribe; 

(c)  Each  handler  specified  in  8  1050.9 

(b)  who  operates  a  partially  regulated 
distributing  plant  shall  report  as  required 
in  paragraph  (a)  of  this  section,  except 
that  receipts  in  Grade  A  milk  shall  be 
reported  in  lieu  of  those  in  producer 
milk;  such  report  shall  include  a  separate 
statement  showing  the  respective 
amounts  of  skim  milk  and  butterfat  dis¬ 
posed  of  on  routes  in  the  marketing  area 
as  Class  I  milk ;  and 

(d)  Each  handler  operating  a  nonpool 
supply  plant  shall  make  reports  to  the 
market  administrator  at  such  time  and 
in  such  manner  as  the  market  adminis¬ 
trator  may  prescribe. 

§  1050.31  Other  reports. 

Each  producer-handler  shall  make  re¬ 
ports  to  the  market  administrator  at 
such  time  and  in  such  manner  as  the 
market  administrator  shall  request. 

§  1050.32  Payroll  reports. 

(a)  On  or  before  the  20th  day  after 
the  end  of  the  month,  each  handler  oper¬ 
ating  a  pool  plant  for  each  of  his  pool 
plants  and  each  cooperative  association 
which  is  a  handler  pursuant  to  8  1050.9 

(c)  or  (d)  shall  report  to  the  market  ad¬ 
ministrator  his  producer  payroll  for  that 
month,  which  shall  show  for  each  pro¬ 
ducer: 

(1)  His  name  and,  if  not  previously 
reported,  post  office  address  and  farm 
location  (county)  for  jeach  producer; 

(2)  The  total  pounds  of  milk  received 
from  such  producer; 

(3)  The  plant  at  which  such  milk  was 
received: 

(4)  The  days  for  which  milk  was  re¬ 
ceived  from  such  producer; 

(5)  The  average  butterfat  content  of 
such  milk;  and 

(6)  The  net  amount  of  the  handler’s 
payment  to  each  producer  and  coopera¬ 
tive  association,  together  with  the  price 
paid  and  the  amount  and  nature  of  any 
deduction. 

(b)  Each  handler  operating  a  par¬ 
tially  regulated  distributing  plant  who 
does  not  elect  to  make  payments  as  re¬ 
quired  pursuant  to  8  1050.62(b)  shall  re¬ 
port  to  the  market  administrator  on  or 


before  the  20th  day  after  the  end  of  the 
month  for  each  dairy  farmer  from  whom 
milk  was  received,  the  same  Information 
as  required  pursuant  to  paragraph  (a) 
of  this  section. 

§  1050.33  Reports  to  cooperative  associ¬ 
ations. 

Each  handler  who  receives  milk  during 
the  month  from  producers  for  which 
payment  is  to  be  made  to  a  cooperative 
association  pursuant  to  8  1050.80(b) 
shall  report  to  such  cooperative  associa¬ 
tion  for  each  such  producer  on  forms  ap¬ 
proved  by  the  market  administrator  as 
follows : 

(a)  On  or  before  the  25th  day  of  the 
month,  the  total  pounds  of  milk  received 
during  the  first  15  days  of  such  month; 

(b)  On  or  before  the  7th  day  after  the 
end  of  the  month  (1)  the  total  pounds  of 
milk  received  from  each  producer  to¬ 
gether  with  the  butterfat  content  of  such 
milk,  and  (2)  the  amount  or  rate  and 
nature  of  any  deductions  authorized  by 
a  cooperative  association. 

§  1050.34  Records  and  facilities. 

Each  handler  shall  maintain  and  make 
available  to  the  market  administrator  or 
to  his  representative  during  the  usual 
hours  of  business,  such  accounts  and  rec¬ 
ords  of  his  operations,  together  with  such 
facilities  as  are  necessary  for  the  market 
administrator  to  verify  or  establish  the 
correct  data  which  are  required  to  be  re¬ 
ported  pursuant  to  88  1050.30  through 
1050.33  and  the  payments  required  to  be 
made  pursuant  to  §8  1050.80  through 
1050.88. 

§  1050.35  Retention  of  records. 

All  books  and  records  required  under 
this  part  to  be  made  available  to  the 
market  administrator  shall  be  retained 
by  the  handler  for  a  period  of  3  years  to 
begin  at  the  end  of  the  calendar  month 
to  which  such  books  and  records  pertain ; 
Provided,  That  if  within  such  3-year 
period,  the  market  administrator  notifies 
the  handler  in  writing  that  the  retention 
of  such  books  and  records,  or  of  specified 
books  and  records,  is  necessary  in  con¬ 
nection  with  a  proceeding  under  section 
8c(15)(A)  of  the  Act,  or  a  court  action 
specified  in  such  notice,  the  handler  shall 
retain  such  books  and  records,  or  speci¬ 
fied  books  and  records,  until  further 
written  notification  from  the  market  ad¬ 
ministrator.  In  either  case,  the  market 
administrator  shall  give  further  written 
notification  to  the  handler  promptly 
upon  the  termination  of  the  litigation  or 
when  the  records  are  no  longer  necessary 
in  connection  therewith. 

Classification 

§  1050.40  Skim  milk  and  butterfat  to  be 
classified. 

All  skim  milk  and  butterfat  to  be  re¬ 
ported  by  each  handler  pursuant  to 
§  1050.30  shall  be  classified  each  month 
by  the  market  administrator  pursuant  to 
the  provisions  of  §§  1050.41  through 
1050.46. 

§  1050.41  Classes  of  utilization. 

Subject  to  the  conditions  set  forth  in 
§8  1050.42  to  1050.46  the  classes  of  utili¬ 
zation  shall  be  as  follows: 
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(a)  Class  I  milk.  Class  I  shall  be  all 
skim  milk  and  butterfat: 

(1)  Disposed  of  In  the  form  of  fluid 
milk  products,  except  those  classified 
pursuant  to  paragraph  (b)  (2),  (3),  (4), 
and  (6)  of  this  section.  Fluid  milk  prod¬ 
ucts  which  have  been  fortified  by  the 
addition  of  nonfat  milk  solids  shall  be 
Class  I  in  an  amount  equal  only  to  the 
weight  of  an  equal  volume  of  an  un¬ 
modified  product  of  the  same  nature  and 
butterfat  content; 

<2)  In  inventory  of  fluid  milk  prod¬ 
ucts  in  packaged  form  on  hand  at  the 
end  of  the  month;  and 

<3)  Not  accounted  for  as  Class  II. 

(b)  Class  II  milk.  Class  II  shall  be: 

(1)  All  skim  milk  and  butterfat  used 
to  produce  any  product  other  than  a 
fluid  milk  product; 

(2)  All  skim  milk  and  butterfat  dis¬ 
posed  of  in  bulk  to  commercial  food 
processors  and  used  in  a  food  product 
prepared  for  consumption  off  the 
premises; 

(3)  All  skim  milk  and  butterfat  au¬ 
thorized  by  the  market  administrator  to 
be  dumped; 

(4)  All  skim  milk  and  butterfat  ac¬ 
counted  for  as  disposed  of  for  livestock 
feed; 

(5)  The  inventories  of  bulk  fluid  milk 
products  on  hand  at  the  end  of  the 
month; 

(6)  The  skim  milk  and  butterfat  con¬ 
tained  in  that  portion  of  “fortified”  fluid 
milk  products  not  classified  as  Class  I 
pursuant  to  paragraph  (a)  (1)  of  this 
section ; 

(7)  Contained  in  shrinkage  of  skim 
milk  and  butterfat,  respectively,  pro¬ 
rated  pursuant  to  S  1050.46(b)  (1)  for 
each  pool  plant  and  for  each  cooperative 
association  in  its  capacity  as  a  handler 
pursuant  to  S  1050.9  (c)  and  (d),  not  to 
exceed  the  quantities  calculated  pur¬ 
suant  to  subdivisions  (1)  through  (vill) 
of  this  subparagraph: 

(i)  Two  percent  of  receipts  of  skim 
milk  and  butterfat  from  producers  (in¬ 
cluding  receipts  by  a  cooperative  associa¬ 
tion  pursuant  to  S  1050.9(d) )  and  milk 
diverted  in  bulk  tank  lots  pursuant  to 
9  1050.14;  plus 

(ii)  One  and  one-half  percent  of  fluid 
milk  products  received  in  bulk  from 
other  pool  plants;  plus 

(ill)  One  and  one-half  percent  of  milk 
received  in  bulk  from  cooperative  asso¬ 
ciations  in  their  capacity  as  handlers 
pursuant  to  S  1050.9(d)  except  that  if 
the  handler  operating  the  pool  plant 
flies  with  the  market  administrator,  prior 
to  the  1st  day  of  the  month,  notice  that 
he  is  purchasing  such  milk  on  the  basis 
of  farm  weights  determined  by  farm  bulk 
tank  calibration  and  butterfat  tests  de¬ 
termined  from  farm  bulk  tank  samples, 
the  applicable  percentage  shall  be  2  per¬ 
cent;  plus 

(iv)  One  and  one-half  percent  of  re¬ 
ceipts  of  fluid  milk  products  in  bulk  from 
an  other  order  plant,  exclusive  of  the 
quantity  for  which  Class  n  utilization 
was  requested  by  the  operator  of  such 
plant  and  the  handler;  plus 

(v)  One  and  one-half  percent  of  re¬ 
ceipts  of  fluid  milk  products  in  bulk 


from  unregulated  supply  plants,  exclu¬ 
sive  of  the  quantity  for  which  Class  n 
utilization  was  requested  by  the  handler; 
less 

(vi)  One  and  one-half  percent  of  bulk 
transfers  of  milk  to  a  pool  plant  of 
another  handler  (in  the  case  of  a  co¬ 
operative  association  selling  milk  to  a 
handler  on  the  basis  of  farm  weights 
determined  by  farm  bulk  tank  calibra¬ 
tion  and  butterfat  tests  determined  from 
farm  bulk  tank  samples  as  provided  in 
subdivision  (iii)  of  this  subparagraph, 
the  percentage  shall  be  2  percent) ;  less 

(vii)  One  and  one-half  percent  of 
bulk  transfers  of  milk  to  nonpool  plants; 
less 

(viii)  One  and  one-half  percent  of 
milk  diverted  to  nonpool  plants  (in  the 
case  of  a  nonpool  plant  receiving  the 
milk  on  the  basis  of  farm  weights  deter¬ 
mined  by  farm  bulk  tank  calibration  and 
butterfat  tests  determined  from  farm 
bulk  tank  samples  as  provided  in  sub¬ 
division  (iii)  of  this  subparagraph  the 
percentage  shall  be  2  percent) ;  and 

(8)  In  shrinkage  of  skim  milk  and 
butterfat  assigned  pursuant  to  9  1050.46 
(b)(2). 

§  1050.42  Rr«pon»ibility  of  handlers 
and  reclassification  of  milk. 

(a)  All  skim  milk  and  butterfat  shall 
be  classified  as  Class  I  milk  unless  the 
handler  who  first  receives  such  skim 
milk  and  butterfat  proves  to  the  market 
administrator  that  such  skim  milk  and 
butterfat  should  be  classified  in  another 
class :  Provided,  That  in  the  case  of  milk 
delivered  by  a  cooperative  association 
in  its  capacity  as  a  handler  pursuant  to 
9  1050.9(d)  such  responsibility  shall  be 
that  of  the  plant  operator  receiving 
such  milk;  and 

(b)  Any  skim  milk  or  butterfat  classi¬ 
fied  in  one  class  shall  be  reclassified  if 
verification  by  the  market  administrator 
reveals  that  such  classification  was 
incorrect. 

§  1050.43  Transfers  and  diversions. 

Skim  milk  or  butterfat  transferred  or 
diverted  in  the  form  of  a  fluid  milk  prod¬ 
uct  shall  be  classified : 

(a)  At  the  utilization  indicated  by  both 
handlers,  otherwise  as  Class  I  milk,  if 
transferred  or  diverted  from  a  pool  plant 
to  the  pool  plant  of  another  handler,  sub¬ 
ject  in  either  event  to  the  following  condi¬ 
tions: 

(1)  The  skim  milk  or  butterfat  so  as¬ 
signed  to  either  class  shall  be  limited  to 
the  amount  thereof  remaining  in  such 
class  in  the  transferee  plant  after  com¬ 
putations  pursuant  to  9  1050.45(a)(9) 
and  the  corresponding  step  of  9  1050.45 
(b); 

(2)  If  the  transferor  handler  received 
during  the  month  other  source  milk  to 
be  allocated  pursuant  to  9  1050.45(a)  (4) 
and  the  corresponding  step  of  9  1050.45 
(b) ,  the  skim  milk  and  butterfat  so  trans¬ 
ferred  or  diverted  shall  be  classified  so  as 
to  allocate  the  least  possible  Class  I  utili¬ 
zation  to  such  other  source  milk;  and 

(3)  If  the  transferor  handler  received 
during  the  month  other  source  milk  to 
be  allocated  pursuant  to  9  1050.45(a)  (8) 
and  (9)  and  the  corresponding  steps  of 


9  1050.45(b),  the  skim  milk  and  butter¬ 
fat  so  transferred  up  to  the  total  of  such 
receipts  shall  not  be  classified  as  Class 
I  milk  to  a  greater  extent  than  would 
be  applicable  to  a  like  quantity  of  such 
other  source  milk  received  at  the  trans¬ 
feree  plant; 

(b)  As  Class  I  milk,  if  transferred  from 
a  pool  plant  to  a  producer-handler; 

(c)  As  Class  I  milk,  if  transferred  in 
packaged  form  to  a  nonpool  plant  which 
is  not  an  other  order  plant; 

(d)  As  Class  I  milk,  if  transferred  or 
diverted  in  bulk  to  a  nonpool  plant  that 
is  neither  an  other  order  plant  nor  a 
producer-handler  plant,  located  more 
than  350  miles  by  the  shortest  highway 
distance  as  determined  by  the  market  ad¬ 
ministrator  from  the  City  Hall  of  Peoria, 
HI.,  except  that  cream  so  transferred  may 
be  classified  as  Class  II  if  the  handler 
claims  Class  II  use  and  establishes  that 
such  cream  was  transferred  to  a  non¬ 
pool  plant  without  Grade  A  certification 
and  that  each  container  was  labeled  or 
tagged  to  indicate  that  the  contents  were 
for  manufacturing  use  and  that  the  ship¬ 
ment  was  so  invoiced ; 

(e)  As  Class  I  milk,  if  transferred  or 
diverted  in  bulk  to  a  nonpool  plant  that 
is  neither  an  other  order  plant  nor  a  pro¬ 
ducer-handler  plant,  located  not  more 
than  350  miles,  by  the  shortest  highway 
distance  as  determined  by  the  market 
administrator,  from  the  City  Hall  in 
Peoria,  Ill.,  unless  the  requirements  of 
subparagraphs  (1)  and  (2)  of  this  para¬ 
graph  are  met,  in  which  case  the  skim 
milk  and  butterfat  so  transferred  or 
diverted  shall  be  classified  in  accordance 
with  the  assignment  resulting  from  sub- 
paragraph  (3)  of  this  paragraph: 

( 1 )  The  transferring  or  diverting  han¬ 
dler  claims  classification  pursuant  to 
the  assignment  set  forth  in  subparagraph 
(3)  of  this  paragraph  in  his  report  sub¬ 
mitted  to  the  market  administrator  pur¬ 
suant  to  9  1050.30  for  the  month  within 
which  such  transaction  occurred; 

(2)  The  operator  of  such  nonpool 
plant  maintains  books  and  records  show¬ 
ing  the  utilization  of  all  skim  milk  and 
butterfat  received  at  such  plant  which 
are  made  available  if  requested  by  the 
market  administrator  for  the  purpose  of 
verification;  and 

(3)  The  skim  milk  and  butterfat  so 
transferred  or  diverted  shall  be  classified 
on  the  basis  of  the  following  assignment 
of  utilization  at  such  nonpool  plant  in 
excess  of  receipts  of  packaged  fluid  milk 
products  from  all  pool  plants  and  other 
order  plants: 

(i)  Any  Class  I  utilization  disposed  of 
on  routes  in  the  marketing  area  shall  be 
first  assigned  to  the  skim  milk  and  but¬ 
terfat  in  the  fluid  milk  products  so  trans¬ 
ferred  or  diverted  from  pool  plants,  next 
pro  rata  to  receipts  from  other  order 
plants  and  thereafter  to  receipts  from 
dairy  farmers  who  the  market  adminis¬ 
trator  determines  constitute  regular 
sources  of  supply  of  Grade  A  milk  for 
such  nonpool  plant; 

(ii)  Any  Class  I  utilization  disposed  of 
on  routes  in  the  marketing  area  of  an¬ 
other  order  issued  pursuant  to  the  Act 
shall  be  first  assigned  to  receipts  from 
plants  fully  regulated  by  such  order, 
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next  pro  rata  to  receipts  from  pool  plants 
and  other  order  plants  not  regulated  by 
such  order,  and  thereafter  to  receipts 
from  dairy  farmers  who  the  market  ad¬ 
ministrator  determines  constitute  regu¬ 
lar  sources  of  supply  for  such  nonpool 
plant; 

(iii)  Class  I  utilization  in  excess  of 
that  assigned  pursuant  to  subdivisions 
<i)  and  (ii)  of  this  subparagraph  shall 
be  assigned  first  to  remaining  receipts 
from  dairy  farmers  who  the  market  ad¬ 
ministrator  determines  constitute  the 
regular  source  of  supply  for  such  nonpool 
plant  and  Class  I  utilization  in  excess  of 
such  receipts  shall  be  assigned  pro  rata 
to  unassigned  receipts  at  such  nonpool 
plant  from  all  pool  and  other  order 
plants;  and 

<iv)  To  the  extent  that  Class  I  utili¬ 
zation  is  not  so  assigned  to  it,  the  skim 
milk  and  butterfat  so  transferred  or  di¬ 
verted  shall  be  classified  as  Class  II  milk; 
and 

(f)  As  follows,  if  transferred  or  di¬ 
verted  to  an  other  order  plant  in  excess 
of  receipts  from  such  plant  in  the  same 
category  as  described  in  subparagraph 

(1),  (2),  or  (3)  of  this  paragraph: 

<1)  If  transferred  in  packaged  form, 
classification  shall  be  in  the  classes  to 
which  allocated  as  a  fluid  milk  product 
under  the  other  order; 

<2 1  If  transferred  or  diverted  in  bulk 
form,  classification  shall  be  in  the  classes 
to  which  allocated  as  a  fluid  milk  prod¬ 
uct  under  the  other  order  (including  al¬ 
location  under  the  conditions  set  forth  in 
subparagraph  (3)  of  this  paragraph) ; 

<3)  If  the  operators  of  both  the  trans¬ 
feror  and  the  transferee  plants  so  re¬ 
quest  in  the  reports  of  receipts  and  utili¬ 
zation  filed  with  their  respective  market 
administrators,  transfers  in  bulk  form 
shall  be  classified  as  Class  n  to  the  ex¬ 
tent  of  the  Class  II  utilization  (or  com¬ 
parable  utilization  under  such  other  or¬ 
der)  available  for  such  assignment  pur¬ 
suant  to  the  allocation  provisions  of  the 
transferee  order; 

(4)  If  information  concerning  the 
classification  to  which  allocated  under 
the  other  order  is  not  available  to  the 
market  administrator  for  purposes  of 
establishing  classification  pursuant  to 
this  paragraph,  classification  shall  be  as 
Class  I  subject  to  adjustment  when  such 
information  is  available; 

<5)  For  purposes  of  this  paragraph,  if 
the  transferee  order  provides  for  more 
than  two  classes  of  utilization,  milk  al¬ 
located  to  a  class  consisting  primarily 
of  fluid  milk  products  shall  be  classified 
as  Class  I.  and  milk  allocated  to  other 
classes  shall  be  classified  as  Class  II; 

<6)  If  the  form  in  which  any  fluid 
milk  product  is  transferred  or  diverted  to 
an  other  order  plant  is  not  defined  as  a 
fluid  milk  product  under  such  other 
order,  classification  shall  be  in  accord¬ 
ance  with  the  provisions  of  §  1050.41;  and 

<g)  As  Class  II  if  diverted  to  an  other 
order  plant  if  the  operators  of  both 
plants  so  request  in  their  reports  of  re¬ 
ceipts  and  utilization  filed  with  their  re¬ 
spective  market  administrators  and 
sufficient  Class  II  utilization  (or  com¬ 
parable  utilization  under  such  other  or¬ 
der)  is  available  in  the  other  order  plant 
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for  such  assignment  after  assignment  of 
milk  transferred  pursuant  to  paragraph 
(f)  of  this  section  subject  to  the  rules  of 
allocation  of  the  other  order. 

§  1050.44  Computation  of  skim  milk 
and  butterfat  in  each  class. 

For  each  month,  the  market  adminis¬ 
trator  shall  correct  for  mathematical  and 
other  obvious  errors,  the  reports  sub¬ 
mitted  by  each  handler  pursuant  to 
§  1050.30(a)  and  (b)  and  compute  the 
total  pounds  of  skim  milk  and  butterfat, 
respectively,  in  each  class:  Provided, 
That  if  any  of  the  water  contained  in  the 
milk  from  which  a  product  is  made  is  re¬ 
moved  before  the  product  is  utilized  or 
disposed  of  by  a  handler,  the  pounds  of 
skim  milk  used  or  disposed  of  in  such 
product  shall  be  considered  to  be  a  quan¬ 
tity  equivalent  to  the  nonfat  milk  solids 
contained  in  such  product  plus  all  of 
the  water  originally  associated  with 
such  solids.  Such  computations  shall 
be  as  follows: 

(a)  If  any  fluid  milk  products  to  be  al¬ 
located  pursuant  to  §  1050.45(a)  (8)  or 
(9)  were  received  at  any  pool  plant  of  a 
handler,  there  will  be  computed  for  such 
handler  the  total  pounds  of  skim  milk 
and  butterfat,  respectively,  in  each  class 
at  all  of  his  pool  plants  combined,  exclu¬ 
sive  of  any  classification  based  upon 
movements  between  such  plants,  and 
allocation  pursuant  to  §  1050.45  and 
computation  of  obligation  pursuant  to 
§  1050.70  shall  be  based  upon  the  com¬ 
bined  utilization  so  computed ; 

(b)  If  no  fluid  milk  products  to  be  al¬ 
located  pursuant  to  §  1050.45(a)  (8)  or 
(9)  were  received  at  any  pool  plant  of  a 
handler,  the  total  pounds  of  skim  milk 
and  butterfat,  respectively,  in  each  class 
will  be  computed  for  each  pool  plant  of 
such  handler,  and  allocation  pursuant  to 
$  1050.45  shall  be  made  separately  for 
each  pool  plant  of  the  handler ;  and 

(c)  There  will  be  computed  for  each 
cooperative  association  reporting  pursu¬ 
ant  to  §  1050.30(b)  the  total  pounds  of 
skim  milk  and  butterfat,  respectively,  in 
producer  milk  pursuant  to  §  1050.14  (a) 

(2)  and  (b)  (2)  and  (3).  The  amounts 
so  determined  shall  be  those  used  for 
computation  pursuant  to  §  1050.45(c). 

§  1050.45  Alloration  of  skim  milk  and 
butterfat  classified. 

After  making  the  computations  pursu¬ 
ant  to  §  1050.44,  the  market  administra¬ 
tor  shall  determine  the  classification  of 
producer  milk  for  each  handler  at  all  his 
pool  plants  (or  at  each  pool  plant,  when 
§  1050.44(b)  applies)  as  follows: 

(a)  Skim  milk  shall  be  allocated  in  the 
following  manner: 

(1)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  II  the  pounds  of  skim 
milk  classified  as  Class  II  pursuant  to 
§  1050.41(b)  (7>. 

(2)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  each  class  the 
pounds  of  skim  milk  in  fluid  milk  prod¬ 
ucts  received  in  packaged  form  from 
other  order  plants  as  follows: 

(i)  From  Class  II  milk,  the  lesser  of 
the  pounds  remaining  or  2  percent  of 
such  receipts;  and 

(ii)  From  Class  I  milk,  the  remainder 
of  such  receipts; 
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(3)  Except  for  the  first  month  this 
order  is  effective,  subtract  from  the  re¬ 
maining  pounds  of  skim  milk  in  Class 
I  milk  the  pounds  of  skim  milk  in  in¬ 
ventory  of  fluid  milk  products  in  pack¬ 
aged  form  on  hand  at  the  beginning  of 
the  month; 

(4)  Subtract  in  the  order  specified  be¬ 
low  from  the  pounds  of  skim  milk  re¬ 
maining  in  each  class,  in  series  beginning 
with  Class  II,  the  pounds  of  skim  milk 
in  each  of  the  following: 

(i)  Other  source  milk  in  a  form  other 
than  that  of  a  fluid  milk  product; 

(ii)  Receipts  of  fluid  milk  products 
for  which  Grade  A  certification  is  not 
established,  or  which  are  from  uniden¬ 
tified  sources;  and 

(iii)  Receipts  of  fluid  milk  products 
from  a  producer-handler  as  defined  un¬ 
der  this  or  any  other  Federal  order; 

(5)  Subtract,  in  the  order  specified  be¬ 
low,  from  the  pounds  of  skim  milk  re¬ 
maining  in  Class  II ; 

(i)  The  pounds  of  skim  milk  in  re¬ 
ceipts  of  fluid  milk  products  from  un¬ 
regulated  supply  plants  for  which  the 
handler  requests  Class  II  utilization,  but 
not  in  excess  of  the  pounds  of  skim  milk 
remaining  in  Class  II; 

(ii)  The  pounds  of  skim  milk  remain¬ 
ing  in  receipts  of  fluid  milk  products  from 
unregulated  supply  plants  which  are  in 
excess  of  the  pounds  of  skim  milk  deter¬ 
mined  as  follows: 

(a)  Multiply  the  pounds  of  skim  milk 
remaining  in  Class  I  milk  (excluding 
Class  I  transfers  between  pool  plants  of 
the  handler)  at  all  pool  plants  of  the 
handler  by  1.25;  and 

(b)  Subtract  from  the  result  the  sum 
of  the  pounds  of  skim  milk  at  all  such 
plants  in  producer  milk,  in  receipts  from 
other  pool  handlers  and  in  receipts  in 
bulk  from  other  order  plants ; 

(iii)  The  pounds  of  skim  milk  in  re¬ 
ceipts  of  fluid  milk  products  in  bulk  from 
an  other  order  plant  in  excess  of  similar 
transfers  to  such  plant,  but  not  in  excess 
of  the  pounds  of  skim  milk  remaining  in 
Class  II,  if  Class  n  utilization  was  re¬ 
quested  by  the  transferee  handler  and 
the  operator  of  the  transferor  plant  re¬ 
quests  such  utilization; 

(6)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  series  be¬ 
ginning  with  Class  II,  the  pounds  of  skim 
milk  in  inventory  of  bulk  fluid  milk 
products  (and  for  the  first  month  the 
order  is  effective  the  pounds  of  fluid  milk 
products  in  packaged  iorm)  on  hand  at 
the  beginning  of  the  month; 

(7)  Add  to  the  remaining  pounds  of 
skim  milk  in  Class  n  milk  the  pounds 
subtracted  pursuant  to  subparagraph  (1) 
of  this  paragraph; 

(8)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  pro  rata  to 
such  quantities,  the  pounds  of  skim  milk 
in  receipts  of  fluid  milk  products  from 
unregulated  supply  plants  that  were  not 
subtracted  pursuant  to  subparagraph 
(4)  (i)  of  this  paragraph; 

(9)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class  the  pounds 
of  skim  milk  in  receipts  of  fluid  milk 
products  in  bulk  from  an  other  order 
plant,  In  excess  in  each  case  of  similar 
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transfers  to  the  same  plant,  that  were 
not  subtracted  pursuant  to  subparagraph 
(4)  (ill)  of  this  paragraph  pursuant  to 
the  following  procedure: 

(i>  Subject  to  tiie  provisions  of  sub¬ 
divisions  (il)  and  (iil)  of  this  subpara¬ 
graph,  such  subtraction  shall  be  pro  rata 
to  whichever  of  the  following  represents 
the  higher  proportion  of  Class  n  milk : 

(a)  The  estimated  utilization  of  skim 
milk  in  each  class,  by  all  handlers,  as 
announced  for  the  month  pursuant  to 
§  1050.22  (k) ;  or 

(b)  The  pounds  of  skim  milk  in  each 
class  remaining  at  all  pool  plants  of  the 
handler; 

(ii)  Should  proration  pursuant  to  sub¬ 
division  (i)  of  this  subparagraph  result 
in  the  total  pounds  of  skim  milk  to  be 
subtracted  from  Class  n  exceeding  the 
pounds  of  skim  milk  remaining  in  Class 
II  at  such  plants,  the  pounds  of  such 
excess  shall  be  subtracted  from  the 
pounds  of  skim  milk  remaining  in  Class  I 
after  such  proration  at  the  pool  plants 
at  which  received; 

(10)  Subtract  from  the  pounds  of 
skim  milk  remaining  in  each  class  the 
pounds  of  skim  milk  received  in  fluid 
milk  products  from  pool  plants  of  other 
handlers  (and  of  the  same  handler,  when 
§  1050.44(b)  applies)  according  to  the 
classification  assigned  pursuant  to 
§  1050.43(a) ;  and 

(11)  If  the  pounds  of  skim  milk  re¬ 
maining  in  both  classes  exceed  the 
pounds  of  skim  milk  in  producer  milk, 
subtract  such  excess  from  the  pounds  of 
skim  milk  remaining  in  each  class  in 
series  beginning  with  Class  II.  Any 
amount  so  subtracted  shall  be  known  as 
“overage”; 

(b)  Butterfat  shall  be  allocated  in  ac¬ 
cordance  with  the  procedure  outlined  for 
skim  milk  in  paragraph  (a)  of  this  sec¬ 
tion;  and  , 

(c)  Combine  the  amounts  of  skim 
milk  and  butterfat  determined  pursuant 
to  paragraphs  (a)  and  (b)  of  this  section 
and  §  1050.44(c)  into  one  total  for  each 
class  and  determine  the  weighted  aver¬ 
age  butterfat  content  of  producer  milk 
in  each  class. 

§  1050.46  Shrinkage. 

The  market  administrator  shall; 

(a)  Compute  the  total  shrinkage  of 
skim  milk  and  butterfat,  respectively,  at 
each  pool  plant;  and 

(b)  If  other  source  milk  is  received  at 
the  pool  plant,  shrinkage  at  such  plant 
shall  be  prorated  between: 

(1)  Skim  milk  and  butterfat,  re¬ 
spectively,  ir.  the  amounts  of  receipts 
used  in  the  computations  pursuant  to 
8  1050.41(b)  (7);  and 

(2)  Skim  milk  and  butterfat  in  other 
source  milk  in  bulk  fluid  form,  exclusive 
of  that  specified  in  8  1050.41(b)(7). 

Minimum  Prices 
§  1050.50  Basir  formula  price. 

The  basic  formula  price  shall  be  the 
average  price  per  hundredweight  for 
manufacturing  grade  milk,  f.o.b.  plants 
in  Wisconsin  and  Minnesota,  as  reported 
by  the  Department  for  the  month.  Such 
price  shall  be  adjusted  to  a  3.5  percent 
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butterfat  basis  by  a  butterfat  differential 
rounded  to  the  nearest  one-tenth  cent 
computed  at  0.12  times  the  Chicago 
butter  price  for  the  month.  The  basic 
formula  price  shall  be  rounded  to  the 
nearest  full  cent. 

§  1050.51  Class  prices. 

The  respective  minimum  prices  per 
hundredweight  to  be  paid  by  each  han¬ 
dler,  f.o.b.  his  plant,  for  milk  received 
from  producers  or  from  a  cooperative 
association  during  the  month  shall  be 
as  follows: 

(a)  Class  I  price.  The  Class  I  price 
applicable  at  plants  at  which  no  location 
adjustment  pursuant  to  8  1050.53  is  ap¬ 
plicable.  shall,  for  the  first  18  months 
beginning  with  the  effective  date  of  this 
provision,  be  the  basic  formula  price  for 
the  preceding  month  plus  $1.39  during 
each  of  the  months  of  August  through 
November,  $0.99  during  each  of  the 
months  of  March  through  June  and  plus 
$1.19  in  other  months:  Provided,  That 
such  price  shall  be  reduced  24  cents  by 
the  Class  I  equivalent  price  factor  (de¬ 
termined  April  10,  1966,  31  F.R.  5685) 
applicable  pursuant  to  Part  1062  of  this 
chapter  (St.  Louis) :  And  provided  fur¬ 
ther,  That  the  Class  I  price  so  computed 
shall  not  be  less  than  the  Class  I  price 
computed  pursuant  to  Part  1062  of  this 
chapter  (St.  Louis)  minus  21  cents;  and 

(b)  Class  II  price.  The  Class  n  price 
shall  be  the  basic  formula  price  for  the 
month. 

§  1050.52  Butterfat  differentials  to  han- 

'  tilers. 

For  each  class  of  milk  containing  more 
or  less  than  3.5  percent  butterfat,  the 
class  price  calculated  pursuant  to 
8  1050.51  shall  be  increased  or  decreased, 
respectively,  for  each  one-tenth  of  a 
percent  of  butterfat  at  a  rate,  rounded 
to  the  nearest  one-tenth  cent,  deter¬ 
mined  as  follows: 

(a)  Class  I  price.  Multiply  the  Chi¬ 
cago  butter  price  for  the  preceding 
month  by  0.12; 

(b)  Class  II  price.  Multiply  the  Chi¬ 
cago  butter  price  for  the  month  by  0.115. 

§  1050.53  I-oeation  adjustments  to  han¬ 
dlers. 

(a)  For  producer  milk  and  other 
source  milk  which  is  classified  as  Class  I 
at «  pool  plant  located  outside  the  State 
of  Illinois,  or  in  the  State  of  Illinois  but 
north  of  the  northernmost  boundaries  of 
the  counties  of  Henderson,  Warren, 
Knox,  Stark,  Marshall,  Livingston,  Ford, 
and  Iroquois,  the  price  specified  4n 
8  1050.51(a)  shall  be  reduced  7.5  cent*  if 
such  plant  is  50  or  more  miles  by  the 
shortest  highway  distance,  as  determined 
by  the  market  administrator  from  the 
City  Hall  in  Peoria,  Ill.,  plus  an  addi¬ 
tional  1.5  cents  for  each  10  miles  or  frac¬ 
tion  thereof  that  such  distance  exceeds 
60  miles;  and 

(b)  For  purposes  of  calculating  such 
adjustment,  transfers  between  pool 
plants  shall  be  assigned  Class  I  disposi¬ 
tion  at  the  transferee  plant  only  to  the 
extent  that  105  percent  of  Class  I  dispo¬ 
sition  at  the  transferee  plant  exceeds  the 
sum  of  receipts  at  such  plant  from  pro- 
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ducers  and  cooperative  associations  pur¬ 
suant  to  8  1050.9(d),  and  the  volume 
assigned  as  Class  I  to  receipts  from  other 
order  plants  and  unregulated  supply 
plants,  such  assignment  to  be  made  first 
to  transferor  plants  at  which  no  location 
adjustment  credit  is  applicable  and  then 
in  sequence  beginning  with  the  plant  at 
which  the  least  location  adjustment 
would  apply. 

§  1050.54  Use  of  equivalent  prices. 

If  for  any  reason  a  price  quotation  re¬ 
quired  by  this  part  for  computing  class 
prices  or  for  other  purposes  is  not  avail¬ 
able  in  the  manner  described,  the  market 
administrator  shall  use  a  price  deter¬ 
mined  by  the  Secretary  to  be  equivalent 
to  the  price  which  is  required. 

;  Application  of  Provisions 
§  1050.60  Producer-handlers. 

Sections  1050.40  through  1050.54  and 
1050.61  through  1050.90  shall  not  apply 
to  a  producer-handler. 

§  1050.61  Plants  subject  to  other  Fed¬ 
eral  orders. 

In  the  case  of  a  handler  in  his  capacity 
as  operator  of  a  plant  specified  in  para¬ 
graphs  (a),  (b),  and  (c)  of  this  section 
the  provisions  of  this  part  shall  not  apply 
except  that  such  handler  shall,  with 
respect  to  his  total  receipts  and  disposi¬ 
tion  of  skim  milk  and  butterfat,  make 
reports  to  the  market  administrator  at 
such  time  and  in  such  manner  as  the 
market  administrator  may  require  and 
allow  verification  of  such  reports  by  the 
market  administrator. 

(a)  A  distributing  plant  qualified  pur¬ 
suant  to  8  1050.12(a)  which  meets  the 
requirements  of  a  fully  regulated  plant 
pursuant  to  the  provisions  of  another 
order  issued  pursuant  to  the  Act  and 
from  which  a  greater  quantity  of  fluid 
milk  products  is  disposed  of  during  the 
month  from  such  plant  as  Class  I  route 
disposition  in  the  marketing  area  regu¬ 
lated  by  the  other  order  than  as  Class  I 
route  disposition  in  the  Central  Illinois 
marketing  area:  Provided,  That  such  a 
distributing  plant  which  was  a  pool  plant 
under  this  order  in  the  immediately  pre¬ 
ceding  month  shall  continue  to  be  sub¬ 
ject  to  all  of  the  provisions  of  this  part 
until  the  third  consecutive  month  in 
which  a  greater  proportion  of  its  Class  I 
route  disposition  is  made  in  such  other 
marketing  area,  unless  the  other  order 
requires  regulation  of  the  plant  without 
regard  to  its  qualifying  as  a  pool  plant 
under  this  order  subject  to  the  proviso  of 
this  paragraph; 

(b)  A  distributing  plant  qualified  pur¬ 
suant  to  8  1050.12(a)  which  meets  the 
requirements  of  a  fully  regulated  plant 
pursuant  to  the  provisions  of  another 
Federal  order  and  from  which  a  greater 
quantity  of  Class  I  milk  is  disposed  of 
during  the  month  in  the  Central  Illinois 
marketing  area  as  Class  I  route  disposi¬ 
tion  than  as  Class  I  route  disposition  in 
the  other  marketing  area,  and  such  other 
order  which  fully  regulates  the  plant 
does  not  contain  provision  to  exempt  the 
plant  from  regulation  even  though  such 
plant  has  greater  Class  I  route  disposi- 
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tion  in  the  marketing  area  of  the  Central 
Illinois  order;  and 

(c)  Any  plant  qualified  pursuant  to 
§  1050.12(c)  for  any  portion  of  the  pe¬ 
riod  of  March  through  July,  inclusive, 
that  the  milk  at  such  plant  is  subject  to 
the  classification  and  pricing  provisions 
of  another  order  issued  pursuant  to  the 
Act. 

§  1050.62  Obligations  of  handler  oper¬ 
ating  a  partially  regulated  distribut¬ 
ing  plant. 

Each  handler  who  operates  a  partially 
regulated  distributing  plant  shall  pay  to 
the  market  administrator  for  the  pro¬ 
ducer-settlement  fund  on  or  before  the 
25th  day  after  the  end  of  the  month 
either  of  the  amounts  (at  the  handler’s 
election)  calculated  pursuant  to  para¬ 
graph  (a)  or  (b)  of  this  section.  If  the 
handler  fails  to  report  pursuant  to 
88  1050.30(c)  and  1050.32(b)  the  infor¬ 
mation  necessary  to  compute  the  amount 
specified  in  paragraph  (a)  of  this  sec¬ 
tion,  he  shall  pay  the  amount  computed 
pursuant  to  paragraph  (b)  of  this 
section; 

(a)  An  amount  computed  as  follows: 

(1)  (i)  The  obligation  that  would 
have  been  computed  pursuant  to 
§  1050.70  at  such  plant  shall  be  deter¬ 
mined  as  though  such  plant  were  a  pool 
plant.  For  purposes  of  such  computa¬ 
tion,  receipts  of  such  nonpool  plant  from 
a  pool  plant  or  an  other  order  plant  shall 
be  assigned  to  the  utilization  at  which 
classified  at  the  pool  plant  or  other  order 
plant  and  transfers  from  such  nonpool 
plant  to  a  pool  plant  or  an  other  order 
plant  shall  be  classified  as  Class  II  milk 
if  allocated  to  such  class  at  the  pool  plant 
or  other  order  plant  and  be  valued  at 
the  weighted  average  price  of  the  respec¬ 
tive  order  if  so  allocated  to  Class  I  milk. 
There  shall  be  included  in  the  obligation 
so  computed  a  charge  in  the  amount 
specified  in  §  1050.70(f)  and  a  credit  in 
the  amount  specified  in  §  1050.84(b)  (2) 
with  respect  to  receipts  from  an  unreg¬ 
ulated  supply  plant,  unless  an  obligation 
with  respect  to  such  plant  is  computed 
as  specified  below  in  this  subparagraph. 

(ii)  If  the  operator  of  the  partially 
regulated  distributing  plant  so  requests, 
and  provides  with  his  reports  pursuant 
to  §§  1050.30(c)  and  1050.32(b)  similar 
reports  with  respect  to  the  operations  of 
any  other  nonpool  plant  which  serves  as 
a  supply  plant  for  such  partially  regu¬ 
lated  distributing  plant  by  shipments  to 
such  plant  during  the  month  equivalent 
to  the  requirements  of  §  1050.12  (b)  and 
(c),  with  agreement  of  the  operator  of 
such  plant  that  the  market  administra¬ 
tor  may  examine  the  books  and  records 
of  such  plant  for  purposes  of  verification 
of  such  reports,  there  will  be  added  the 
amount  of  the  obligation  computed  at 
such  nonpool  supply  plant  in  the  same 
manner  and  subject  to  the  same  condi¬ 
tions  as  for  the  partially  regulated  dis¬ 
tributing  plant. 

(2)  From  this  obligation  there  will  be 
deducted  the  sum  of: 

(i)  The  gross  payments  made  by  such 
handler  for  Grade  A  milk  received  dur¬ 
ing  the  month  from  dairy  farmers  at 
such  plant  and  like  payments  made  by 
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the  operator  of  a  supply  plant(s)  in¬ 
cluded  in  the  computations  pursuant  to 
subparagraph  (1)  of  this  paragraph,  and 

(ii)  Any  payments  to  the  producer- 
settlement  fund  of  another  order  under 
which  such  plant  is  also  a  partially  regu¬ 
lated  distributing  plant. 

(b)  An  amount  computed  as  follows: 

(1)  Determine  the  respective  amounts 
of  skim  milk  and  butterfat  disposed  of 
as  Class  I  milk  on  routes  in  the  market¬ 
ing  area; 

(2)  Deduct  the  respective  amounts  of 
skim  milk  and  butterfat  received  as 
Class  I  milk  at  the  partially  regulated 
distributing  plant  from  pool  plants  and 
other  order  plants  except  that  deducted 
under  a  similar  provision  of  another 
order  issued  pursuant  to  the  Act; 

(3)  Combine  the  amounts  of  skim 
milk  and  butterfat  remaining  into  one 
total  and  determine  the  weighted  aver¬ 
age  butterfat  content;  and 

(4)  From  the  value  of  such  milk  at 
the  Class  I  price  applicable  at  the  loca¬ 
tion  of  the  nonpool  plant,  subtract  its 
value  at  the  weighted  average  price  ap¬ 
plicable  at  such  location  or  the  Class  n 
price,  whichever  is  higher. 

Determination  of  Uniform  Price  to 
Producers 

§  1050.70  Compulation  of  the  nel  pool 
obligation  of  each  pool  handler. 

The  net  pool  obligation  of  each  pool 
handler  (for  each  pool  plant  when 
§  1050.44(b)  applies)  during  each  month 
shall  be  a  sum  of  money  computed  by 
the  market  administrator  as  follows: 

(a)  With  respect  to  producer  milk  re¬ 
ceived  by  a  pool  handler  (excluding  milk 
received  by  diversion  from  another  pool 
plant),  multiply  the  quantity  in  each 
class  as  computed  pursuant  to  §  1050.45 

(c)  by  the  applicable  class  prices  (ad¬ 
justed  pursuant  to  88  1050.52  and  1050.- 
53)  excluding  in  the  case  of  a  cooperative 
association  as  a  handler  pursuant  to 
§  1050.9(d),  milk  received  by  it  and  de¬ 
livered  to  the  pool  plant  of  another 
handler; 

(b)  Add  the  amount  obtained  from 
multiplying  the  pounds  of  overage  de¬ 
ducted  from  each  class  pursuant  to 
§  1050.45(a)  (11)  and  the  corresponding 
step  of  §  1050.45(b)  by  the  applicable 
class  prices; 

(c)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  n  price  for  the  preceding  month 
and  the  Class  I  price  for  the  current 
month  by  the  hundredweight  of  skim 
milk  and  butterfat  subtracted  from  Class 
I  pursuant  to  §  1050.45(a)  (6)  and  the 
corresponding  step  of  §  1050.45(b) ; 

(d)  Add  an  amount  determined  by 
multiplying  the  difference  between  the 
Class  I  price  for  the  preceding  month 
and  the  Class  I  price  for  the  current 
month  by  the  hundredweight  of  skim 
milk  and  butterfat  subtracted  from  Class 
I  pursuant  to  S  1050.45(a)  (3)  and  the 
corresponding  step  of  §  1050.45(b).  If 
the  Class  I  price  for  the  current  month 
is  less  than  the  Class  I  price  for  the  pre¬ 
ceding  month  the  result  shall  be  a  minus 
amount; 

(e)  Add  an  amount  equal  to  the  dif¬ 
ference  between  the  value  at  the  Class 
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I  price  applicable  at  the  pool  plant  and 
the  value  at  the  Class  II  price  with  re¬ 
spect  to  skim  milk  and  butterfat  in  other 
source  milk  subtracted  from  Class  I  pur¬ 
suant  to  S  1050.45(a)  (4)  and  the  cor¬ 
responding  step  of  S  1050.45(b) ;  and 

(f)  Add  an  amount  equal  to  the  value 
at  the  Class  I  price,  adjusted  for  location 
at  the  nearest  nonpool  plant(s)  from 
which  an  equivalent  volume  was  received 
with  respect  to  skim  milk  and  butterfat 
subtracted  from  Class  I  pursuant  to 
8  1050.45(a)(8)  and  the  corresponding 
step  of  8  1050.45 (b) .  With  respect  to  skim 
milk  and  butterfat  which  is  subtracted 
from  Class  I  pursuant  to  8  1050.45(a)  (8) 
and  the  coresponding  step  of  8  1050.45 
(b),  add  an  amount  equal  to  its  value  at 
the  Class  I‘  price  applicable  at  the  pool 
plant. 

§  1050.71  Compulation  of  the  uniform 
price. 

For  each  month  the  market  adminis¬ 
trator  shall  compute  the  uniform  price 
per  hundredweight  of  milk  of  3.5  per¬ 
cent  butterfat  content  which  is  received 
from  producers  at  plants  at  which  no 
location  adjustment  pursuant  to  8  1050.- 
53  is  applicable  as  follows : 

(a)  Combine  into  one  total  the  values 
computed  pursuant  to  6  1050.70  for  all 
handlers  who  filed  the  reports  prescribed 
by  8  1050.30  for  the  month  and  who  made 
the  payments  pursuant  to  88  1050.80  and 
1050.84  for  the  preceding  month; 

(b)  Add  an  amount  equal  to  the  sum 
of  the  location  and  zone  differentials 
computed  pursuant  to  8  1050.82; 

(c)  Subtract,  if  the  average  butterfat 
content  of  the  milk  specified  in  para¬ 
graph  (e)  of  this  section  is  more  than  3.5 
percent,  or  add,  if  such  butterfat  con¬ 
tent  is  less  than  3.5  percent,  an  amount 
computed  by  multiplying  the  amount  by 
which  the  average  butterfat  content  of 
such  milk  varies  from  3.5  percent  by  the 
butterfat  differential  computed  pursuant 
to  8  1050.81  and  multiplying  the  result  by 
the  total  hundredweight  of  such  milk; 

(b)  Add  an  amount  equal  to  one-half 
of  the  unobligated  balance  in  the  pro¬ 
ducer-settlement  fund ; 

(e)  Divide  the  resulting  amount  by  the 
sum  of  the  following  for  all  handlers  in¬ 
cluded  in  these  computations : 

(1)  The  total  hundredweight  of  pro¬ 
ducer  milk;  and 

(2)  The  total  hundredweight  for 
which  a  value  is  computed  pursuant  to 
8  1050.70(e) ; 

(f)  Subtract  not  less  than  4  cents  nor 
more  than  5  cents  per  hundredweight. 
The  result  shall  be  the  “weighted  aver¬ 
age  price,”  and,  except  for  the  months 
specified  below,  shall  be  the  “uniform 
price”  for  milk  received  from  producers; 

(g)  For  the  months  specified  in  para¬ 
graphs  (h)  and  (1)  of  this  section,  sub¬ 
tract  from  the  amount  resulting  from  the 
computations  pursuant  to  paragraphs 
(a)  through  (d)  of  this  section  an 
amount  computed  by  multiplying  the 
hundredweight  of  milk  specified  in  para¬ 
graph  (e)(2)  of  this  section  by  the 
weighted  average  price; 

(h)  Subtract  during  each  of  the 
months  of  April,  May,  June,  and  July, 
an  amount  equal  to  10  cents  per  hundred- 
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weight  on  the  total  hundredweight  of 
producer  milk  specified  in  paragraph 
(e)  (1)  of  this  section; 

(i)  Add  during  each  of  the  months 
of  October,  November,  and  December, 
one-third  of  the  total  amount  subtracted 
pursuant  to  paragraph  (h)  of  this 
section; 

(J)  Divide  the  resulting  sum  by  the 
total  hundredweight  of  producer  milk 
Included  in  these  computations;  and 

(k)  Subtract  not  less  than  4  cents  nor 
more  than  5  cents  per  hundredweight. 
The  result  shall  be  the  “uniform  price” 
for  milk  received  from  producers. 

§  1030.72  Notification  of  handlers. 

On  or  before  the  12th  day  after  the  end 
of  each  month,  the  market  administrator 
shall  mail  to  each  handler  at  his  last 
known  address,  a  statement  showing: 

(a)  The  amount  and  value  of  his  pro¬ 
ducer  milk  in  each  class  and  the  totals 
thereof; 

(b)  The  uniform  price  computed  pur¬ 
suant  to  S  1050.71  and  the  butterfat  dif¬ 
ferential  computed  pursuant  to  9  1050.81; 
and 

(c)  The  amounts  to  be  paid  by  such 
handler  pursuant  to  991050.84,  1050.87, 
and  1050.88  and  the  amount  due  such 
handler  pursuant  to  9  1050.85. 

Payments 

§  1050.80  Time  and  method  of  payment 
for  producer  milk. 

(a)  On  or  before  the  20th  day  of  the 
following  month,  each  handler  shall 
make  payment  to  each  producer  for  milk 
received  from  such  producer  during  such 
month: 

(l)  An  amount  equal  to  not  less  than 
the  uniform  price  adjusted  by  the  butter- 
fat  and  location  differentials  to  producers 
multiplied  by  the  hundredweight  of  milk 
received  from  such  producer  during  the 
month,  subject  to  the  following  ad¬ 
justments: 

(i)  Less  marketing  service  deductions 
made  pursuant  to  §1050.88; 

(ii)  Plus  or  minus  adjustments  for 
errors  made  in  previous  payments  made 
to  such  producer;  and 

(iii)  Less  proper  deductions  authorized 
in  writing  by  such  producer:  Provided, 
That,  if  by  such  date,  such  handler  has 
not  received  full  payment  from  the 
market  administrator  pursuant  to 
§  1050.85  for  such  month,  he  may  reduce 
pro  rata  his  payments  to  producers  by 
not  more  than  the  amount  of  such  under¬ 
payment.  Payments  to  producers  shall 
be  completed  thereafter  not  later  than 
the  date  for  making  payments  pursuant 
to  this  paragraph  next  following  after 
the  receipt  of  the  balance  due  from  the 
market  administrator; 

(b)  Payments  required  in  paragraph 

(a)  of  this  section  shall  be  made  to  a 
cooperative  association,  qualified  under 
§  1050.5  or  its  duly  authorized  agent, 
which  the  market  administrator  deter¬ 
mines  is  authorized  by  its  members  to 
collect  payment  for  their  milk  and  which 
has  so  requested  any  handler  in  writing. 
Such  handler  shall,  on  or  before  the  18th 
day  of  the  following  month  pay  the  co¬ 
operative  association  for  milk  received 
during  the  month  from  the  producer- 


members  of  such  association  as  deter¬ 
mined  by  the  market  administrator  an 
amount  equal  to  not  less  than  the 
amount  due  such  producer-members  as 
determined  pursuant  to  paragraph  (a) 
of  this  section,  less  any  deductions  au¬ 
thorized  in  writing  by  such  association: 
Provided,  That  the  association  has  pro¬ 
vided  the  handler  with  a  written  prom¬ 
ise  to  reimburse  the  handler  the  amount 
of  any  actual  loss  Incurred  by  such  han¬ 
dler  because  of  any  improper  claim  on 
the  part  of  the  cooperative  association; 
and 

(c)  On  or  before  the  18th  day  of  the 
following  month,  each  handler,  in  his 
capacity  as  operator  of  a  pool  plant,  who 
receives  milk  for  which  a  cooperative  as¬ 
sociation  is  the  handler  pursuant  to 
9  1050.9(d)  shall  pay  such  cooperative 
association  for  such  milk  at  the  uniform 
price  adjusted  by  applicable  butterfat 
and  location  adjustments. 

§  1050.81  Butterfat  differential  to  pro¬ 
ducer*. 

In  making  payments  for  milk  received 
from  producers  pursuant  to  9  1050.80  the 
uniform  price  shall  be  adjusted  by  add¬ 
ing  or  subtracting,  respectively,  for  each 
one-tenth  of  1  percent  by  which  the 
average  butterfat  content  of  such  milk 
is  more  or  less  than  3.5  percent,  respec¬ 
tively,  an  amount  determined  by  multi¬ 
plying  the  pounds  of  butterfat  in  pro¬ 
ducer  milk  allocated  to  each  class  by  the 
appropriate  butterfat  differential  for 
such  class  as  determined  by  9  1050.52, 
dividing  by  the  total  butterfat  in  pro¬ 
ducer  milk,  and  rounding  to  the  nearest 
tenth  of  a  cent. 

§  1050.82  Location  differentials  to  pro¬ 
ducer*  and  on  nonpool  milk. 

(a)  The  uniform  price  for  producer 
milk  received  at  a  pool  plant  shall  be 
adjusted  according  to  the  location  of  the 
pool  plant  at  the  rates  set  forth  in 
9  1050.53;  and 

(b)  For  purposes  of  computations 
pursuant  to  99  1050.84  and  1050.85  the 
weighted  average  price  shall  be  adjusted 
at  the  rates  set  forth  in  9  1050.53  appli¬ 
cable  at  the  location  of  the  nonpool  plant 
from  which  the  milk  was  received. 

§  1050.83  Producer-settlement  fund. 

The  market  administrator  shall  estab¬ 
lish  and  maintain  a  separate  fund  known 
as  the  “producer-settlement  fund,” 
which  shall  function  as  follows:  (a)  All 
payments  made  by  handlers  pursuant  to 
§9  1050.62.  1050.84,  and  1050.86  shall  be 
deposited  in  such  fund  and  out  of  which 
shall  be  made  all  payments  pursuant  to 
99  1050.85  and  1050.86:  Provided,  That 
any  payments  due  to  any  handler  shall 
be  offset  by  any  payments  due  from  such 
handler;  and  (b)  all  amounts  subtracted 
pursuant  to  9  1050.71(h)  shall  be  de¬ 
posited  in  this  fund  and  set  aside  as  an 
obligated  balance  until  withdrawn  to 
effectuate  9  1050.80  in  accordance  with 
the  requirements  of  9  1050.71(1). 

§  1050.84  Payments  to  the  producer- 
settlement  fund. 

On  or  before  the  15th  day  after  the 
end  of  the  month  each  handler,  includ¬ 


ing  a  cooperative  association  which  is  a 
handler,  shall  pay  to  the  market  admin- 
istratQr  the  amount,  if  any,  by  which  the 
total  amount  specified  in  paragraph  (a) 
of  this  section  exceeds  the  amounts  spec¬ 
ified  in  paragraph  (b)  of  this  section: 

(a)  The  sum  of  the  net  pool  obliga¬ 
tion  computed  pursuant  to  9  1050.70  for 
such  handler; 

(b)  The  sum  of: 

(1)  The  value  of  producer  milk  re¬ 
ceived  by  such  handler  at  the  applicable 
uniform  prices  specified  in  9  1050.80  ex¬ 
cluding  in  the  case  of  a  cooperative  as¬ 
sociation  as  a  pool  handler  pursuant  to 
9  1050.9(d)  the  value  of  milk  delivered 
to  pool  plants  of  other  handlers;  and 

(2)  The  value  at  the  weighted-average 
price (s)  applicable  at  the  location  of  the 
plant (s) ,  from  which  received  (not  to  be 
less  than  the  value  at  the  Class  II  price) 
with  respect  to  other  source  milk  for 
which  a  value  is  computed  pursuant  to 
§  1050.70(e). 

§  1050.85  Payments  out  of  the  producer- 
settlement  fund. 

On  or  before  the  17th  day  after  the  end 
of  each  month  the  market  administrator 
shall  pay  to  each  handler  the  amount,  if 
any,  by  which  the  amount  computed  pur¬ 
suant  to  9  1050.84(b)  exceeds  the  amount 
computed  pursuant  to  9  1050.84(a) .  The 
market  administrator  shall  offset  any 
payment  due  any  handler  against  pay¬ 
ments  due  from  such  handler. 

§  1050.86  Adjustment  of  account*. 

Whenever  audit  by  the  market  admin¬ 
istrator  of  any  handler’s  reports,  books, 
records,  or  accounts  discloses  errors  re¬ 
sulting  in  moneys  due  (a)  the  market 
administrator  from  such  handler,  (b) 
such  handler  from  the  market  adminis¬ 
trator,  or  (c)  any  producer  or  coopera¬ 
tive  association  from  such  handler,  the 
market  administrator  shall  promptly  no¬ 
tify  such  handler  of  any  amount  so  due 
and  payment  thereof  shall  be  made  on 
or  before  the  next  date  for  making  pay¬ 
ments  as  set  forth  in  the  provisions  un¬ 
der  which  such  error  occurred. 

§  1050.87  Expense  of  administration. 

As  his  pro  rata  share  of  the  expense  of 
administration  of  the  order,  each  han¬ 
dler  shall  pay  to  the  market  administra¬ 
tor  on  or  before  the  20th  day  after  the 
end  of  the  month  5  cents  per  hundred¬ 
weight  or  such  lesser  amount  as  the  Sec¬ 
retary  may  prescribe  with  respect  to: 

(a)  Producer  milk  (including  such 
handler’s  own  production) ; 

(b)  Other  source  milk  allocated  to 
Class  I  pursuant  to  9  1050.45(a)  (3)  and 
(7)  and  the  corresponding  steps  of 
9  1050.45(b) ;  and 

(c)  Class  I  milk  disposed  of  on  routes 
in  the  marketing  area  from  partially  reg¬ 
ulated  distributing  plants  that  exceeds 
the  hundredweight  of  Class  I  milk  re¬ 
ceived  during  the  month  at  such  plant 
from  pool  plants  and  other  order  plants. 

§  1050.88  Marketing  service*. 

(a)  Deduction  of  marketing  services. 
Except  as  set  forth  in  paragraph  (b)  of 
this  section,  each  handler  in  making 
payments  to  producers,  pursuant  to 
9  1050.80,  shall  deduct  6  cents  per  hun- 
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dredweight,  or  such  lesser  amount  as  the 
Secretary  may  prescribe,  with  respect  to 
all  milk  received  by  such  handler  from 
producers  (excluding  such  handler’s  own 
production)  during  the  month,  and  shall 
pay  such  deductions  to  the  market  ad¬ 
ministrator  on  or  before  the  20th  day 
after  the  end  of  such  month.  Such 
monies  shall  be  used  by  the  market  ad¬ 
ministrator  to  verify  weights,  samples, 
and  tests  of  milk  received  from  such  pro¬ 
ducers  and  to  provide  them  with  market 
information.  Such  services  shall  be  per¬ 
formed  in  whole  or  in  part  by  the  market 
administrator  or  by  an  agent  engaged  by 
and  responsible  to  him. 

(b)  Producers  cooperative  association. 
In  the  case  of  producers  for  whom  a  co¬ 
operative  association  is  actually  perform¬ 
ing,  as  determined  by  the  Secretary,  the 
services  set  forth  in  paragraph  (a)  of  this 
section  each  handler,  in  lieu  of  the  deduc¬ 
tion  specified  in  paragraph  (a)  of  this 
section,  shall  make  such  marketing 
service  deductions  as  are  authorized  by 
producer-members,  and  pay  the  money 
so  deducted  to  the  cooperative  associa¬ 
tion  on  or  before  the  20th  day  after  the 
end  of  the  month. 

§  1050.89  Adjustment  of  overdue  ac¬ 
counts. 

Any  unpaid  obligation  of  a  handler 
pursuant  to  5  1050.84,  §  1050.85,  §  1050.87, 
or  §  1050.88  shall  be  increased  one-half  of 
1  percent  for  each  month  or  portion 
thereof  that  such  payment  is  overdue. 

Termination  of  Obligations 
§  1050.90  Termination  of  obligations. 

The  provisions  of  this  section  shall 
apply  to  any  obligations  under  this  part 
for  the  payment  of  money. 

(a)  The  obligation  of  any  handler  to 
pay  money  required  to  be  paid  under  the 
terms  of  this  part  shall,  except  as  pro¬ 
vided  in  paragraphs  (b)  and  (c)  of  this 
section,  terminate  2  years  after  the  last 
day  of  the  month  during  which  the  mar¬ 
ket  administrator  receives  the  handler’s 
utilization  report  on  the  milk  involved  in 
such  obligation  unless  within  such  2- 
year  period  the  market  administrator  no¬ 
tifies  the  handler  in  writing  that  such 
money  is  due  and  payable.  Service  of 
such  notice  shall  be  complete  upon  mail¬ 
ing  to  the  handler’s  last  known  address, 
and  it  shall  contain,  but  need  not  be 
limited  to,  the  following  information: 

(1)  The  amount  of  the  obligation; 

(2)  The  month (s)  during  which  the 
milk,  with  respect  to  which  the  obligation 
exists  was  received  or  handled:  and 

(3)  If  the  obligation  is  payable  to  one 
or  more  producers  or  to  an  association 
of  producers,  the  name  of  such  pro¬ 
ducer  (s)  or  association  of  producers  or  if 
the  obligation  is  payable  to  the  market 
administrator,  the  account  for  which  it 
is  to  be  paid; 

<b)  If  a  handler  fails  or  refuses,  with 
respect  to  any  obligation  under  this  part, 
to  make  available  to  the  market  admin¬ 
istrator,  or  his  representative  all  books 
and  records  required  by  this  part  to  be 
made  available,  the  market  administra¬ 
tor  may,  within  the  2-year  period  pro¬ 
vided  for  in  paragraph  (a)  of  this  sec¬ 
tion,  notify  the  handler  in  writing  of 


such  failure  or  refusal.  If  the  market 
administrator  so  notifies  a  handler,  the 
said  2-year  period  with  respect  to  such 
obligation  shall  not  begin  to  run  until 
the  first  day  of  the  calendar  month  fol¬ 
lowing  the  month  during  which  all  such 
books  and  records  pertaining  to  such 
obligation  are  made  available  to  the  mar¬ 
ket  administrator  or  his  representatives ; 

(c)  Notwithstanding  the  provisions  of 
paragraphs  (a)  and  (b)  of  this  section 
a  handler’s  obligation  under  this  order  to 
pay  money  shall  not  be  terminated  with 
respect  to  any  transaction  involving 
fraud  or  willful  concealment  of  a  fact, 
material  to  the  obligation,  on  the  part  of 
the  handler  against  whom  the  obligation 
1s  sought  to  be  imposed ;  and 

(d)  Any  obligation  on  the  part  of  the 
market  administrator  to  pay  a  handler 
any  money  which  such  handler  claims  to 
be  due  him  under  the  terms  of  this  part 
shall  terminate  2  years  after  the  end  of 
the  calendar  month  during  which  the 
milk  involved  in  the  claim  was  received 
if  an  underpayment  is  claimed  or  2  years 
after  the  end  of  the  calendar  month 
during  which  the  payment  (including 
deduction  or  setoff  by  the  market  ad¬ 
ministrator)  was  made  by  the  handler,  if 
a  refund  on  such  payment  is  claimed, 
unless  such  handler  within  the  applicable 
period  of  time,  files,  pursuant  to  section 
8c(15)  (A)  of  the  Act,  a  petition  claiming 
such  money. 

Miscellaneous  Provisions 
§  1050.100  Effective  time. 

The  provisions  of  this  part  shall  be¬ 
come  effective  at  such  time  as  the  Secre¬ 
tary  may  declare  and  shall  continue  in 
force  until  suspended  or  terminated  pur¬ 
suant  to  §  1050.101. 

§  1050.101  Suspension  or  termination. 

The  Secretary  may  supsend  or  termi¬ 
nate  this  part  or  any  provision  thereof 
whenever  he  finds  that  it  obstructs  or 
does  not  tend  to  effectuate  the  declared 
policy  of  the  Act.  This  part  shall,  in  any 
event,  terminate  whenever  the  provisions 
of  the  Act  authorizing  it  cease  to  be  in 
effect. 

§  1050.102  Continuing  obligations. 

If,  upon  the  suspension  or  termination 
of  any  or  all  provisions  of  this  part,  there 
are  any  obligations  arising  under  this 
part  the  final  accrual  or  ascertainment 
of  which  requires  further  acts  by  any 
person,  such  further  acts  shall  be  per¬ 
formed  notwithstanding  such  suspension 
or  termination. 

§  1050.103  Liquidation. 

Upon  the  suspension  or  termination  of 
any  or  all  provisions  of  this  part  the 
market  administrator,  or  such  person  as 
the  Secretary  may  designate,  shall,  if  so 
directed  by  the  Secretary,  liquidate  the 
business  of  the  market  administrator’s 
office  and  dispose  of  all  funds  and  prop¬ 
erty  then  in  his  possession  or  under  his 
control  together  with  claims  for  any 
funds  which  are  unpaid  or  owing  at  the 
time  of  such  suspension  or  termination. 
Any  funds  collected  pursuant  to  the  pro¬ 
visions  of  this  part,  over  and  above  the 
amounts  necessary  to  meet  outstanding 


obligations  and  the  expenses  necessarily 
incurred  by  the  market  administrator  or 
such  person  in  liquidating  and  distribut¬ 
ing  such  funds,  shall  be  distributed  to 
the  contributing  handlers  and  producers 
in  an  equitable  manner. 

§  1050.104  Agents. 

The  Secretary  may,  by  designation  in 
writing,  name  any  officer  or  employee  of 
the  United  States  to  act  as  his  agent  or 
representative  in  connection  with  any  of 
the  provisions  of  this  part. 

§  1050.105  Separability  of  provisions. 

If  any  provision  of  this  part,  or  its 
application  to  any  person  or  circum¬ 
stances  is  held  invalid,  the  application  of 
such  provision  and  of  the  remaining  pro¬ 
visions  of  this  part,  to  other  persons  or 
circumstances  shall  not  be  affected 
thereby. 

Amendments  to  Part  1032  Regulating 
the  Handling  of  milk  in  the  Suburban 
St.  Louis  Marketing  Area. 

Definitions 

See. 

1032.1  Act. 

1032.2  Secretary. 

1032.3  Department. 

1032.4  Person. 

1032.5  Cooperative  association. 

1032.6  Southern  Illinois  marketing  area. 

1032.7  Producer. 

1032.8  Producer-handler. 

1032.9  Handler. 

1032.10  Distributing  plant. 

1032.11  Supply  plant. 

1032.12  Pool  plant. 

1032.13  Nonpool  plant. 

1032.14  Producer  milk. 

1032.15  Other  Bource  milk. 

1032.16  Fluid  milk  product. 

1032.17  Route. 

1032.18  Chicago  butter  price. 

1032.19  Reload  point. 

Market  Administrator 

1032.20  Designation. 

1032.21  Powers. 

1032.22  Duties. 

Reports,  Records,  and  Facilities 

1032.30  Reports  of  receipts  and  utilization. 

1032.31  Other  reports. 

1032.32  Payroll  reports. 

1032.33  Reports  to  cooperative  associations. 

1032.34  Records  and  facilities. 

1032.35  Retention  of  records. 

CLA  SSmcATION 

1032.40  Skim  milk  and  butterfat  to  be 

classified. 

1032.41  Classes  of  utilization. 

1032.42  Responsibility  of  handlers  and 

and  reclassification  of  milk. 

1032.43  Transfers  and  diversions. 

1032.44  Computation  of  skim  milk  and 

butterfat  In  each  class. 

1032.45  Allocation  of  skim  milk  and  but¬ 

terfat  classified. 

1032.46  Shrinkage. 

Minimum  Prices 

1032.50  Basic  formula  price. 

1032.51  Class  prices. 

1032.52  Butterfat  differentials  to  handlers. 

1032.53  Location  adjustments  to  handlers. 

1032.54  Use  of  equivalent  prices. 

Application  of  Provisions 

1032.60  Producer-handlers. 

1032.61  Plants  subject  to  other  Federal 

orders. 
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1032.62  Obligations  of  handler  operating  a 
partially  regulated  distributing 
plant. 

Determination  of  Uniform  Price  to 
Producers 

1032.70  Computation  of  the  net  pool  ob¬ 

ligation  of  each  pool  handler. 

1 032 .7 1  Computation  of  the  uniform  price. 

1032.72  Notification  of  handlers. 

Payments 

1032.80  Time  and  method  of  payment  for 

producer  milk. 

1032.81  Butterfat  differential  to  producers. 

1032.82  Location  differentials  to  producers 

and  on  nonpool  milk. 

1032.83  Producer-settlement  fund. 

1032.84  Payments  to  the  producer-settle¬ 

ment  fund. 

1032.85  Payments  out  of  the  producer- 

settlement  fund. 

1032.86  Adjustment  of  accounts. 

1032.87  Expense  of  administration. 

1032.88  Marketing  services. 

1032.89  Adjustment  of  overdue  accounts. 

Termination  of  Obligations 

1032.90  Termination  of  obligations. 
Miscellaneous  Provisions 

1032.100  Effective  time. 

1032.101  Suspension  or  termination. 

1032.102  Continuing  obligations. 

1032.103  Liquidation. 

1032.104  Agents. 

1032.105  Separability  of  provisions. 

Authoritt:  The  provisions  of  this  Part 
1032  Issued  under  secs.  1-19,  48  Stat.  31,  as 
amended;  7  U.S.C.  601-674. 

Definitions 
§  1032.1  Act. 

“Act”  means  Public  Act  No.  10,  73d 
Congress,  as  amended,  and  as  reenacted 
and  amended  by  the  Agricultural  Mar¬ 
keting  Agreement  Act  of  1937,  as 
amended  (7  U.S.C.  601  et  seq.). 

§  1032.2  Secretary. 

“Secretary”  means  the  Secretary  of 
Agriculture  or  any  officer  or  employee  of 
the  United  States  authorized  to  exercise 
the  powers  and  to  perform  the  duties  of 
the  Secretary  of  Agriculture. 

§  1032.3  Department. 

“Department”  means  the  U.S.  Depart¬ 
ment  of  Agriculture. 

§  1032.4  Person. 

“Person”  means  any  individual,  part¬ 
nership,  corporation,  association,  or  any 
other  business  unit. 

§  1032.5  Cooperative  association. 

“Cooperative  association”  means  any 
cooperative  marketing  association  of 
producers  which  the  Secretary  deter¬ 
mines: 

(a)  To  be  qualified  under  the  provi¬ 
sions  of  the  Act  of  Congress  of  February 
18, 1922,  as  amended,  known  as  the  “Cap¬ 
per- Volstead  Act”;  and 

(b)  To  be  engaged  in  making  collec¬ 
tive  sales,  or  marketing  milk  or  its  prod¬ 
ucts  for  its  members. 

§  1032.6  Southern  Illinois  marketing 
area. 

“Southern  Illinois  marketing  area” 
hereinafter  called  the  “marketing  area” 
means  all  the  territory  within  the  fol¬ 


lowing  counties  all  of  which  are  in  the 
State  of  Illinois  together  with  all  munici¬ 
pal  corporations  therein  and  all  insti¬ 
tutions  owned  or  operated  by  the  Federal, 
State,  oounty ,  or  municipal  govern¬ 
ments  located  wholly  or  partially  within 
such  counties: 

Base  Zone 


Bond. 

Macoupin. 

Calhoun. 

Madison. 

Christian. 

Marlon. 

Clark. 

Monroe. 

Clay. 

Montgomery. 

Clinton. 

Richland. 

Coles. 

St.  Clair  (except 

Crawford. 

Scott  Military  Res- 

Cumberland.  ervatlon.  East  St. 

Edwards. 

Louis,  Centrevllle, 

Effingham. 

Canteen  and  Stltea 

Fayette. 

Townships  and  the 

Greene. 

city  of  Belleville). 

Jasper. 

Shelby. 

Jefferson. 

Wabash. 

Jersey. 

Washington. 

Lawrence. 

Wayne. 

Champaign. 

Northern  Zone 

Menard. 

De  Witt. 

Morgan. 

Douglas. 

Moultrie. 

Edgar. 

Platt. 

Logan. 

Sangamon. 

Macon. 

Vermilion. 

McLean. 

Franklin. 

Southern  Zone 

Randolph. 

Hamilton. 

Saline. 

Jackson. 

White. 

Perry. 

Williamson. 

§  1032.7 

Producer. 

“Producer”  means  any  person,  other 
than  a  producer-handler  as  defined  in 
any  order  (including  this  part)  issued 
pursuant  to  the  Act,  who  produces  milk 
in  compliance  with  the  Grade  A  inspec¬ 
tion  requirements  of  a  duly  constituted 
health  authority,  and  whose  milk  is  (a) 
received  at  a  pool  plant,  or  (b)  diverted 
as  producer  milk  pursuant  to  §  1032.14. 

§  1032.8  Producer-handler. 

“Producer-handler”  means  a  person 
who: 

(a)  Operates  a  distributing  plant  and 
processes  milk  from  his  own  farm  pro¬ 
duction  and  who  distributes  all  or  a 
portion  of  such  milk  in  the  marketing 
area  on  a  route  but  who  receives  no  milk 
from  other  dairy  farmers  or  fluid  milk 
products  from  nonpool  plants:  Provided, 
That  the  skim  milk  and  butterfat  dis¬ 
posed  of  in  the  form  of  fluid  milk  prod¬ 
ucts  designated  as  Class  I  milk  pursuant 
to  9  1032.41(a)  does  not  exceed  the  skim 
milk  and  butterfat,  respectively,  in  the 
form  of  milk  from  his  own  farm  produc¬ 
tion.  and  in  the  form  of  fluid  milk  prod¬ 
ucts  from  pool  plants  of  other  handlers; 
and 

(b)  Assumes  as  his  personal  enter¬ 
prise  and  risk  the  processing  and  distri¬ 
bution  of  fluid  milk  products  and  the 
maintenance,  care  and  management  of 
dairy  animals  and  other  resources,  nec¬ 
essary  to  produce  his  own  farm  milk 
production . 

§  1032.9  Handler. 

“Handler”  means: 


(a)  Any  person  in  his  capacity  as  the 
operator  of  a  pool  plant; 

(b)  Any  person  in  his  capacity  as  the 
operator  of  a  partially  regulated  distrib¬ 
uting  plant; 

(c)  Any  cooperative  association  with 
respect  to  milk  of  its  members  diverted 
for  its  account  from  a  pool  plant  to  a 
nonpool  plant  pursuant  to  §  1032.14; 

(d)  Any  cooperative  association  with 
respect  to  the  milk  of  its  members  which 
is  received  from  the  farm  for  delivery  to 
the  pool  plant  of  another  handler  in  a 
tank  truck  owned  and  operated  by,  or 
under  contract  to  such  cooperative  asso¬ 
ciation.  The  cooperative  association, 
prior  to  the  first  day  of  the  month  of 
delivery,  shall  notify  in  writing  the  mar¬ 
ket  administrator  and  the  handler  to 
whose  plant  the  milk  is  delivered,  that  it 
will  be  the  handler  for  the  milk.  For 
purposes  of  location  adjustments  to  pro¬ 
ducers,  milk  so  delivered  shall  be  deemed 
to  have  been  received  by  the  cooperative 
association  at  a  pool  plant  at  the  loca¬ 
tion  of  the  pool  plant  to  which  it  is 
delivered; 

"  (e)  Any  person  in  his  capacity  as  the 
operator  of  an  unregulated  supply  plant; 
and 

(f )  A  producer-handler,  or  any  person 
who  operates  an  other  order  plant  de¬ 
scribed  in  §  1032.61. 

§  1032.10  Distributing  plant. 

“Distributing  plant”  means  any  plant 
at  which  fluid  milk  products  are  proc¬ 
essed  and  packaged  and  from  which 
Grade  A  fluid  milk  products  are  disposed 
of  on  a  route(s)  in  the  marketing  area 
during  the  month. 

§  1032.11  Supply  plant. 

“Supply  plant”  means  any  plant  at 
which  Grade  A  milk  is  received  from 
dairy  farmers  and  from  which  fluid  milk 
products  are  moved  to  a  distributing 
plant. 

§  1032.12  Pool  plant. 

“Pool  plant”  means: 

(a)  A  distributing  plant,  other  than 
that  of  a  producer-handler  or  one  de¬ 
scribed  in  §  1032.61,  from  which  during 
the  month: 

(1)  Disposition  of  fluid  milk  products 
in  the  marketing  area  on  routes  is  equal 
to  10  percent  or  more  of  its  Grade  A  re¬ 
ceipts  from  dairy  farmers  and  coopera¬ 
tive  associations  in  their  capacity  as 
handlers  pursuant  to  9  1032.9(d),  or 
from  which  an  average  of  not  less  than 
7,000  pounds  per  day  of  fluid  milk  prod¬ 
ucts  is  distributed  on  routes  in  the  mar¬ 
keting  area;  and 

(2)  Total  disposition  of  fluid  milk 
products  on  routes  is  equal  to  50  percent 
or  more  of  its  Grade  A  receipts  from 
dairy  farmers  and  cooperative  associa¬ 
tions  in  their  capacity  as  handlers  pur¬ 
suant  to  9  1032.9(d)  during  the  months 
of  August  through  February  and  40  per¬ 
cent  during  all  other  months; 

(b)  A  supply  plant  from  which  during 
the  month  an  amount  equal  to  50  percent 
or  more  of  its  receipts  of  Grade  A  milk 
from  dairy  farmers  and  from  coopera¬ 
tive  associations  in  their  capacity  as 
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handlers  pursuant  to  §  1032.9(d)  Is 
moved  to  and  received  at  a  pool  plant (s) 
described  in  paragraph  (a)  of  this  sec¬ 
tion  which  have  at  least  50  percent  Class 
I  use  of  the  total  of  such  milk  and  pro¬ 
ducer  milk  receipts  in  the  months  of  Au¬ 
gust  through  February  and  40  percent  in 
other  months; 

(c)  Any  supply  plant  during  the 
months  of  March  through  July  that  was 
a  pool  plant  during  each  of  the  preced¬ 
ing  months  of  August  through  February, 
unless  the  operator  of  such  plant  notifies 
the  market  administrator  in  writing  be¬ 
fore  the  first  day  of  any  such  month  of 
his  intention  to  withdraw  such  plant  as 
a  pool  plant,  in  which  case  such  plant 
shall  thereafter  be  a  nonpool  plant  until 
it  again  meets  the  shipping  requirements 
set  forth  in  paragraph  (b)  of  this  sec¬ 
tion;  and 

(d)  For  purposes  of  determining  pool 
plant  status  pursuant  to  this  section. 
Grade  A  receipts  from  dairy  farmers 
shall  include  all  quantities  of  milk  di¬ 
verted  pursuant  to  §  1032.14(b)  (1),  (2), 
and  (3)  by  an  operator  of  a  pool  plant. 

§  1032.13  Nonpool  plant. 

“Nonpool  plant”  means  any  milk  re¬ 
ceiving,  manufacturing  or  processing 
plant  other  than  a  pool  plant.  The  fol¬ 
lowing  categories  of  nonpool  plants  are 
further  defined  as  follows: 

( a )  *  ‘Other  order  plant’  ’  means  a  plant 
that  is  fully  subject  to  the  pricing  and 
pooling  provisions  of  another  order  is¬ 
sued  pursuant  to  the  Act. 

(b)  “Producer-handler  plant”  means 
a  plant  operated  by  a  producer-handler 
as  defined  in  any  order  (including  this 
part)  issued  pursuant  to  the  Act. 

(c)  “Partially  regulated  distributing 
plant”  means  a  nonpool  plant  that  is 
neither  an  other  order  plant  nor  a  pro¬ 
ducer-handler  plant,  from  which  fluid 
milk  products  labeled  Grade  A  in  con¬ 
sumer-type  packages  or  dispenser  units 
are  distributed  on  routes  in  the  market¬ 
ing  area  during  the  month. 

(d)  “Unregulated  supply  plant”  means 
a  nonpool  plant  that  is  neither  an  other 
order  plant  nor  a  producer-handler  plant, 
from  which  Grade  A  fluid  milk  products 
arc  shipped  to  a  pool  plant. 

§  1032.14  Producer  milk. 

“Producer  milk”  means  all  skim  milk 
and  butterfat  produced  by  producers 
which  is: 

(a)  Received  during  the  month: 

(1)  At  a  pool  plant  from  producers  or 
from  a  cooperative  association  as  a  han¬ 
dler  pursuant  to  5  1032.9(d) :  Provided, 
That  milk  received  at  a  pool  plant  by 
diversion  from  a  plant  at  which  such 
milk  is  fully  subject  to  the  pricing  and 
pooling  under  the  terms  or  provisions  of 
another  order  issued  pursuant  to  the  Act 
shall  not  be  producer  milk;  and 

(2)  By  a  cooperative  association  as  a 
handler  pursuant  to  §  1032.9(d)  but 
which  is  not  delivered  to  a  pool  plant  of 
another  handler  and  constitutes  shrink¬ 
age  pursuant  to  §  1032.41(b)  (7)  or  as 
Class  I  shrinkage:  or 

(b)  Diverted  by  a  handler  who  is  the 
operator  of  a  pool  plant  or  by  a  coopera¬ 
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tive  association  pursuant  to  the  follow¬ 
ing  conditions: 

(1)  Milk  of  a  producer  diverted  from 
a  pool  plant  for  the  account  of  the  plant 
operator  to  another  pool  plant(s)  for 
not  more  days  of  production  of  such  pro¬ 
ducer's  milk  than  is  physically  received 
at  a  pool  plant(s)  from  which  diverted; 

(2)  Milk  of  a  producer  diverted  from 
a  pool  plant  to  a  nonpool  plant(s)  at 
which  the  handling  of  milk  is  not  fully 
subject  to  the  pricing  and  pooling  pro¬ 
visions  of  another  order  issued  pursuant 
to  the  Act  on  any  day  during  the  months 
of  May  and  June  and  in  any  other  month 
for  not  more  than  8  days  of  production 
of  producer  milk  by  such  producer; 

(3)  Milk  cf  a  producer  diverted  during 
the  month  as  Class  II  milk  from  a  pool 
plant  to  a  nonpool  plant (s)  at  which 
the  handling  of  milk  is  fully  subject  to 
the  pricing  and  pooling  provisions  of  an¬ 
other  order  issued  pursuant  to  the  Act 
for  not  more  days  of  production  of  pro¬ 
ducer  milk  by  such  producer  than  is  re¬ 
ceived  at  a  pool  plant (s)  pursuant  to 
paragraph  (a)  of  this  section:  Provided, 
That  milk  so  diverted  shall  not  be  pro¬ 
ducer  milk  if,  notwithstanding  the  pro¬ 
visions  of  this  subparagraph,  the  milk  is 
fully  subject  to  the  pricing  and  pooling 
provisions  of  the  other  order; 

(4)  For  pricing  purposes  milk  diverted 
pursuant  to  subparagraph  (2)  of  this 
paragraph,  to  a  plant  located  more  than 
50  miles  (by  the  shortest  highway  dis¬ 
tance  as  determined  by  the  market  ad¬ 
ministrator)  from  the  pool  plant  from 
which  diverted,  shall  be  deemed  to  be  re¬ 
ceived  by  the  diverting  handler  at  the 
location  of  the  plant  to  which  diverted; 
and 

(5)  For  pricing  purposes  milk  diverted 
pursuant  to  subparagraphs  (1)  and  (3) 
of  this  paragraph  shall  be  deemed  to  be 
received  by  the  diverting  handler  at  the 
location  of  the  plant  to  which  diverted. 

§  1032.15  Other  source  milk. 

“Other  source  milk”  means  all  skim 
milk  and  butterfat  contained  in: 

(a)  Receipts  during  the  month  of  fluid 
milk  products  except: 

(1)  Fluid  milk  products  received  from 
pool  plants; 

( 2 )  Producer  milk ;  and 

(3)  Inventory  of  fluid  milk  products 
on  hand  at  the  beginning  of  the  month; 

(b)  Products,  other  than  fluid  milk 
products  from  any  source  (including 
those  produced  at  the  plant)  which  are 
reprocessed  or  converted  to  another 
product  in  the  plant  during  the  month; 
and 

(c)  Any  disappearance  of  nonfluid 
milk  products  not  otherwise  accounted 
for. 

§  1032.16  Fluid  milk  product. 

“Fluid  milk  product”  means  milk,  skim 
milk,  buttermilk,  plain  or  flavored  milk 
and  milk  drinks  (unmodified  or  forti¬ 
fied),  including  “dietary  milk  products” 
and  reconstituted  milk  or  skim  milk, 
concentrated  milk  not  in  hermetically 
sealed  containers,  cream  (sweet  or  sour) , 
and  mixtures  of  cream  and  milk  or  skim 
milk,  but  not  including  the  following: 
Aerated  cream  products,  frozen  storage 
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cream,  cultured  sour  cream  mixtures 
other  than  sour  cream,  eggnog,  yogurt, 
frozen  dessert  mixes,  evaporated  or  con¬ 
densed  milk,  and  sterilized  fluid  milk 
products  in  hermetically  sealed  con¬ 
tainers. 

§  1032.17  Route. 

“Route”  means  a  delivery  (including 
disposition  from  a  plant  store  or  from  a 
distribution  point  and  distribution  by  a 
vendor  or  vending  machine)  of  any  fluid 
milk  product  to  a  retail  or  wholesale  out¬ 
let  (a)  other  than  a  pool  plant  or  a  non¬ 
pool  plant,  or  (b)  a  commercial  food 
processor  pursuant  to  {  1032.41(b)(2). 

§  1032.18  Chicago  butter  price. 

"Chicago  butter  price”  means  the 
simple  average,  as  computed  by  the  mar¬ 
ket  administrator,  of  the  daily  wholesale 
selling  prices  (using  the  midpoint  of  any 
price  range  as  one  price)  per  pound  of 
92-score  bulk  creamery  butter  at  Chi¬ 
cago  as  reported  during  the  month  by 
the  Department. 

§  1032.19  Reload  point. 

“Reload  point”  means  a  location  at 
which  facilities  approved,  by  a  health  au¬ 
thority  exercising  Jurisdiction  in  the 
marketing  area,  only  for  the  transfer  of 
milk  from  one  tank  truck  to  another  and 
for  the  washing  of  tank  trucks  and  at 
which  milk  moved  from  the  farm  in  a 
tank  truck  is  commingled  in  a  tank  truck 
with  milk  from  other  tank  trucks  before 
entering  a  milk  plant :  Provided,  That  re¬ 
loading  facilities  on  the  premises  of  a 
plant  having  equipment  for  the  receiv¬ 
ing,  cooling,  storing,  and  processing  of 
milk,  which  equipment  is  in  current  use 
during  the  month,  shall  be  considered  a 
supply  plant  rather  than  a  reload  point. 

Market  Administrator 
§  1032.20  Designation. 

The  agency  for  the  administration  of 
this  part  shall  be  a  market  administrator, 
appointed  by  the  Secretary,  who  shall  be 
entitled  to  such  compensation  as  may  be 
determined  by,  and  shall  be  subject  to 
removal  by  the  Secretary. 

§  1032.21  Powers. 

The  market  administrator  shall  have 
the  following  powers  with  respect  to  this 
part: 

(a)  Administer  its  terms  and  provi¬ 
sions: 

(b)  Receive,  investigate,  and  report  to 
the  Secretary  complaints  of  violations; 

(c)  Make  such  rules  and  regulations 
as  are  necessary  to  effectuate  its  terms 
and  provisions;  and 

(d)  Recommend  amendments  to  the 
Secretary. 

§  1032.22  Duties. 

The  market  administrator  shall  per¬ 
form  all  the  duties  necessary  to  admin¬ 
ister  the  terms  and  provisions  of  this 
part,  including,  but  not  limited  to,  the 
following: 

(a)  Within  45  days  following  the  date 
on  which  he  enters  on  duty,  or  such  lessor 
period  as  may  be  prescribed  by  the  Sec¬ 
retary,  execute  and  deliver  to  the  Secre¬ 
tary  a  bond,  effective  as  of  the  date  on 
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which  he  enters  upon  his  duties  and  con¬ 
ditioned  upon  the  faithful  performance 
of  his  duties,  in  an  amount  and  with 
surety  thereon  satisfactory  to  the  Secre¬ 
tary; 

(b)  Employ  and  fix  the  compensation 
of  such  persons  as  may  be  necessary  to 
enable  him  to  administer  the  terms  and 
provisions  of  this  part; 

(c)  Obtain  a  bond  in  a  reasonable 
amount,  and  with  satisfactory  surety 
thereon,  covering  each  employee  who 
handles  funds  entrusted  to  the  market 
administrator; 

(d)  Pay  from  the  funds  received  pur¬ 
suant  to  §  1032.87,  the  cost  of  Ills  bond 
and  of  the  bonds  of  his  employees,  his 
own  compensation  and  all  other  expen¬ 
ses,  except  those  incurred  under  8  1032.88 
that  are  necessarily  incurred  by  him  in 
the  maintenance  and  functioning  of  his 
office  and  in  the  performance  of  his 
duties; 

(e)  Keep  such  books  and  records  as 
will  clearly  reflect  the  transactions  pro¬ 
vided  for  in  this  part,  and  upon  request 
by  the  Secretary  submit  such  books  and 
records  to  examination  by  the  Secretary 
and  such  other  persons  as  the  Secretary 
may  designate; 

(f)  Prepare  and  disseminate,  for  the 
benefit  of  producers,  consumers,  and 
handlers,  such  statistics  and  information 
concerning  the  operation  of  this  part  as 
do  not  reveal  confidential  information ; 

(g)  Verify  all  reports  and  payments 
of  each  handler  by  audit  or  such  other 
investigation  as  may  be  necessary,  of 
such  handler’s  records  and  facilities  and 
of  the  records  and  facilities  of  any  other 
person  upon  whose  utilization  the  classi¬ 
fication  of  skim  milk  and  butterfat  for 
such  handler  depends; 

<h>  Publicly  announce  on  or  before: 

(1)  The  6th  day  of  each  month,  the 
minimum  price  for  Class  I  milk,  pur¬ 
suant  to  8  1032.51(a),  and  the  Class  I 
butterfat  differential,  pursuant  to 
8  1032.52(a),  both  for  the  current 
month ;  arid  the  minimum  price  for  Class 
II  milk,  pursuant  to  8  1032.51(b),  and 
the  Class  n  butterfat  differential,  pur¬ 
suant  to  8  1032.52(b),  both  for  the  pre¬ 
ceding  month;  and 

(2)  The  12th  day  after  the  end  of  each 
month,  the  uniform  price,  pursuant  to 
8  1032.71,  and  the  producer  butterfat 
differential,  pursuant  to  8  1032.81, 

(i)  On  or  before  the  12th  day  after 
the  end  of  each  month,  report  to  each  co¬ 
operative  association  which  so  requests, 
the  class  utilization  of 'producer  milk  re¬ 
ceived  by  each  handler  from  a  coopera¬ 
tive  association  or  from  members  of  the 
association.  For  the  purpose  of  this  re¬ 
port,  the  milk  caused  to  be  so  delivered 
by  an  association  shall  be  prorated  to 
each  class  in  the  proportion  that  the 
total  receipts  of  milk  received  from  pro¬ 
ducers  by  such  handler  were  used  in 
each  class; 

(j)  The  12th  day  after  the  end  of 
each  month,  report  to  each  handler  the 
amount  and  value  of  producer  milk, 
amounts  payable  to  or  payable  from  the 
producer-settlement  fund,  and  amounts 
due  the  administrative  assessment  and 
marketing  service  accounts; 


(k)  Whenever  required  for  purpose 
of  allocating  receipts  from  other  order 
plants  pursuant  to  8  1032.45(a)  (9)  and 
the  corresponding  step  of  8  1032.45(b), 
the  market  administrator  shall  estimate 
and  publicly  announce  the  utilization  (to 
the  nearest  whole  percentage)  in  each 
class  during  the  month  of  skim  milk 
and  butterfat,  respectively,  in  producer 
milk  of  all  handlers.  Such  estimate 
shall  be  based  upon  the  most  current 
available  data  and  shall  be  final  for  such 
purpose; 

(l)  Report  to  the  market  administra¬ 
tor  of  the  other  order,  as  soon  as  possible 
after  the  report  of  receipts  and  utiliza¬ 
tion  for  the  month  is  received  from  a 
handler  who  has  received  fluid  milk  prod¬ 
ucts  from  an  other  order  plant,  the  classi¬ 
fication  to  which  such  receipts  are  allo¬ 
cated  pursuant  to  8  1032.45  pursuant  to 
such  report  and  thereafter  any  change 
in  such  allocation  required  to  correct 
errors  disclosed  in  verification  of  such 
report;  and 

(m)  Furnish  to  each  handler  operat¬ 
ing  a  pool  plant  who  has  shipped  fluid 
milk  products  to  an  other  order  plant, 
the  classification  to  which  the  skim  milk 
and  butterfat  in  such  fluid  milk  products 
were  allocated  by  the  market  administra¬ 
tor  of  the  other  order  on  the  basis  of  the 
report  of  the  receiving  handler;  and.  as 
necessary,  any  changes  in  such  classifica¬ 
tion  arising  in  the  verification  of  such 
report. 

Reports,  Records,  and  Facilities 

§  1032.30  Reports  of  receipts  and  utili¬ 
zation. 

Not  later  than  the  7th  day  after  the 
end  of  the  month,  each  handler  shall  re¬ 
port  to  the  market  administrator,  in  the 
detail  and  on  the  forms  prescribed  by  the 
market  administrator,  the  following  in¬ 
formation  for  the  preceding  month; 

(a)  Each  handler  operating  a  pool 
plant  (s)  shall  report  separately  for  each 
pool  plant: 

(1)  The  quantities  of  skim  milk  and 
butterfat  contained  in: 

(1)  Milk  received  directly  from  pro¬ 
ducers  showing  separately  any  milk  of 
the  handler’s  own  farm  production; 

(ii)  Milk  received  from  a  cooperative 
association  pursuant  to  8  1032.9(d)  ; 

(iii)  Fluid  milk  products  received  from 
other  pool  plants;  and 

(iv)  Other  source  milk ; 

(2)  The  Inventories  of  skim  milk  and 
butterfat  on  hand  at  the  beginning  and 
the  end  of  the  month; 

(3)  The  utilization  of  all  skim  milk 
and  butterfat  required  to  be  reported  by 
this  section,  including  a  separate  state¬ 
ment  of  the  disposition  of  Class  I  milk 
outside  the  marketing  area; 

(4)  The  name  and  address  of  each 
producer  from  whom  milk  was  received 
with  statements  showing  dates  on  which 
such  producer  started  shipping  and  the 
date  on  which  milk  shipments  stopped; 
and 

(5)  Such  other  information  with  re¬ 
spect  to  the  receipts  and  utilization  cf 
milk  and  milk  products  as  the  market 
administrator  may  require; 

(b)  Each  cooperative  association  shall 
report  with  respect  to  milk  for  which  it 


is  the  handler  pursuant  to  either  8  1032.9 

(c)  or  (d) : 

(1)  The  quantities  of  skim  milk  and 
butterfat  received  from  producers; 

(2)  The  utilization  of  skim  milk  and 
butterfat  for  which  it  is  the  handler  pur¬ 
suant  to  8  1032.9(c) ; 

(3)  The  quantities  of  skim  milk  and 
butterfat  delivered  to  each  pool  plant 
pursuant  to  8  1032.9(d) ;  and 

(4)  Such  other  information  with  re¬ 
spect  to  receipts  aryd  utilization  as  the 
market  administrator  may  prescribe; 

(c)  Each  handler  specified  in  8  1032.9 

(b)  who  operates  a  partially  regulated 
distributing  plant  shall  report  as  re¬ 
quired  in  paragraph  (a)  of  this  section, 
except  that  receipts  in  Grade  A  milk 
shall  be  reported  in  lieu  of  those  in  pro¬ 
ducer  milk;  such  report  shall  include  a 
separate  statement  showing  the  respec¬ 
tive  amounts  of  skim  milk  and  butterfat 
disposed  of  on  routes  in  the  marketing 
area  as  Class  I  milk ;  and 

(d)  Each  handler  operating  a  non¬ 
pool  supply  plant  shall  make  reports  to 
the  market  administrator  at  such  time 
and  in  such  manner  as  the  market  ad¬ 
ministrator  may  prescribe. 

§  1032.31  Other  reports. 

Each  producer-handler  shall  make  re¬ 
ports  to  the  market  administrator  at 
such  time  and  in  such  manner  as  the 
market  administrator  shall  request. 

§  1032.32  Payroll  reports. 

(a)  On  or  before  the  20th  day  after 
the  end  of  the  month,  each  handler  oper¬ 
ating  a  pool  plant  for  each  of  his  pool 
plants  and  each  cooperative  association 
which  is  a  handler  pursuant  to  8  1032.9 

(c)  or  (d)  shall  report  to  the  market  ad¬ 
ministrator  his  producer  payroll  for  that 
month,  which  shall  show  for  each  pro¬ 
ducer: 

(1)  His  name  and,  if  not  previously 
reported,  post  office  address  and  farm 
location  (county)  for  each  producer; 

(2)  The  total  pounds  of  milk  received 
from  such  producer; 

(3)  The  plant  at  which  such  milk  was 
received; 

(4)  The  days  for  which  milk  was  re¬ 
ceived  from  such  producer; 

(5)  The  average  butterfat  content  of 
such  milk;  and 

(6)  The  net  amount  of  the  handler's 
payment  to  each  producer  and  coopera¬ 
tive  association,  together  with  the  price 
paid  and  the  amount  and  nature  of  any 
deduction. 

(b)  Each  handler  operating  a  par¬ 
tially  regulated  distributing  plant  who 
does  not  elect  to  make  payments  as  re¬ 
quired  pursuant  to  8  1032.62(b)  shall  re¬ 
port  to  the  market  administrator  on  or 
before  the  20th  day  after  the  end  of  the 
month  for  each  dairy  fanner  from  whom 
milk  was  received,  the  same  Information 
as  required  pursuant  to  paragraph  (a) 
of  this  section. 

§  1032.33  Reports  to  cooperative  associ¬ 
ations. 

Each  handler  who  receives  milk  during 
the  month  from  producers  for  which 
payment  is  to  be  made  to  a  cooperative 
association  pursuant  to  8  1032.80(b) 
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shall  report  to  such  cooperative  associa¬ 
tion  for  each  such  producer  on  forms  ap¬ 
proved  by  the  market  administrator  as 
follows : 

(a)  On  or  before  the  25th  day  of  the 
month,  the  total  pounds  of  milk  received 
during  the  first  15  days  of  such  month; 

<  b)  On  or  before  the  7th  day  after  the 
end  of  the  month  (1)  the  total  pounds 
of  milk  received  from  each  producer  to¬ 
gether  with  the  butterfat  content  of  such 
milk,  and  (2)  the  amount  or  rate  and 
nature  of  any  deductions  authorized  by  a 
cooperative  association. 

§  1032.34  Records  and  facilities. 

Each  handler  shall  maintain  and  make 
available  to  the  market  administrator  or 
to  his  representative  during  the  usual 
hours  of  business,  such  accounts  and 
records  of  his  operations,  together  with 
such  facilities  as  are  necessary  for  the 
market  administrator  to  verify  or  estab¬ 
lish  the  correct  data  which  are  required 
to  be  reported  pursuant  to  88  1032.30 
through  1032.33  and  the  payments  re¬ 
quired  to  be  made  pursuant  to  §§  1032.80 
through  1032.88. 

§  1032.35  Retention  of  records. 

All  books  and  records  required  under 
this  part  to  be  made  available  to  the 
market  adminstrator  shall  be  retained 
by  the  handler  for  a  period  of  3  years 
to  begin  at  the  end  of  the  calendar 
month  to  which  such  books  and  records 
pertain:  Provided,  That  if  within  such 
3-year  period,  the  market  administrator 
notifies  the  handler  in  writing  that  the 
retention  of  such  books  and  records,  or 
of  specified  books  and  records,  is  neces¬ 
sary  in  connection  with  a  proceeding 
under  section  8c (15)  (A)  of  the  Act,  or  a 
court  action  specified  in  such  notice,  the 
handler  shall  retain  such  books  and 
records,  or  specified  books  and  records, 
until  further  written  notification  from 
the  market  administrator.  In  either 
case,  the  market  administrator  shall 
give  further  written  notification  to  the 
handler  promptly  upon  the  termination 
of  the  litigation  or  when  the  records  are 
no  longer  necessary  in  connection  there¬ 
with. 

Classification 

§  1032.40  Skim  milk  and  butterfat  lo  l*r 
classified. 

All  skim  milk  and  butterfat  to  be  re¬ 
ported  by  each  handler  pursuant  to 
8  1032.30  shall  be  classified  each  month 
by  the  market  administrator  pursuant 
to  the  provisions  of  §§  1032.41  through 
1032.46. 

§  1032.41  Classes  of  utilization. 

Subject  to  the  conditions  set  forth  in 
§8  1032.42  to  1032.46  the  classes  of  utili¬ 
zation  shall  be  as  follows: 

(a)  Class  I  milk.  Class  I  shall  be  all 
skim  milk  and  butterfat: 

(1)  Disposed  of  in  the  form  of  fluid 
milk  products,  except  those  classified 
pursuant  to  paragraphs  (b)  (2) ,  (3) ,  (4) , 
and  (6)  of  this  section.  Fluid  milk  prod¬ 
ucts  which  have  been  fortified  by  the  ad¬ 
dition  of  nonfat  milk  solids  shall  be 
Class  I  in  an  amount  equal  only  to  the 


weight  of  an  equal  volume  of  an  unmodi¬ 
fied  product  of  the  same  nature  and 
butterfat  content; 

(2)  In  inventory  of  fluid  milk  prod¬ 
ucts  in  packaged  form  on  hand  at  the 
end  of  the  month;  and 

(3)  Not  accounted  for  as  Class  II. 

(b)  Class  II  milk.  Class  n  shall  be: 

(1)  All  skim  milk  and  butterfat  used 
to  produce  any  product  other  than  a 
fluid  milk  product; 

(2)  All  skim  milk  and  butterfat  dis¬ 
posed  of  in  bulk  to  commercial  food  proc¬ 
essors  and  used  in  a  food  product  pre¬ 
pared  for  consumption  off  the  premises; 

(3)  All  skim  milk  and  butterfat  au¬ 
thorized  by  the  market  administrator  to 
be  dumped ; 

(4)  All  skim  milk  and  butterfat  ac¬ 
counted  for  as  disposed  of  for  livestock 
feed; 

(5)  The  inventories  of  bulk  fluid  milk 
products  on  hand  at  the  end  of  the 
month ; 

(6)  The  skim  milk  and  butterfat  con¬ 
tained  in  that  portion  of  “fortified”  fluid 
milk  products  not  classified  as  Class  I 
pursuant  to  paragraph  (a)(1)  of  this 
section; 

(7)  Contained  in  shrinkage  of  skim 
milk  and  butterfat,  respectively,  pro¬ 
rated  pursuant  to  §  1032.46(b)  (1)  for 
each  pool  plant  and  for  each  cooperative 
association  in  its  capacity  as  a  handler 
pursuant  to  §  1032.9  (c)  and  (d),  not  to 
exceed  the  quantities  calculated  pur¬ 
suant  to  subdivisions  (i)  through  (viii) 
of  this  subparagraph: 

(i)  Two  percent  of  receipts  of  skim 
milk  and  butterfat  from  producers  (in¬ 
cluding  receipts  by  a  cooperative  asso¬ 
ciation  pursuant  to  §  1032.9(d))  and 
milk  diverted  in  bulk  tank  lots  pursuant 
to  5  1032.14;  plus 

(ii)  One  and  one-half  percent  of  fluid 
milk  products  received  in  bulk  from 
other  pool  plants;  plus 

(iii)  One  and  one-half  percent  of  milk 
received  in  bulk  from  cooperative  asso¬ 
ciations  in  their  capacity  as  handlers 
pursuant  to  8  1032.9(d)  except  that  if 
the  handler  operating  the  pool  plant  files 
with  the  market  administrator,  prior  to 
the  1st  day  of  the  month,  notice  that  he 
is  purchasing  such  milk  on  the  basis  of 
farm  weights  determined  by  farm  bulk 
tank  calibration  and  butterfat  tests  de¬ 
termined  from  farm  bulk  tank  samples, 
the  applicable  percentage  shall  be  2  per¬ 
cent;  plus 

(iv)  One  and  one-half  percent  of  re¬ 
ceipts  of  fluid  milk  products  in  bulk  from 
an  other  order  plant,  exclusive  of  the 
quantity  for  which  Class  II  utilization 
was  requested  by  the  operator  of  such 
plant  and  the  handler;  plus 

(v)  One  and  one-half  percent  of  re¬ 
ceipts  of  fluid  milk  products  in  bulk  from 
unregulated  supply  plants,  exclusive  of 
the  quantity  for  which  Class  II  utiliza¬ 
tion  was  requested  by  the  handler;  less 

(vi)  One  and  one-half  percent  of  bulk 
transfers  of  milk  to  a  pool  plant  of  an¬ 
other  handler  (in  the  case  of  a  coopera¬ 
tive  association  selling  milk  to  a  handler 
on  the  basis  of  farm  weights  determined 
by  farm  bulk  tank  calibration  and  but¬ 
terfat  tests  determined  from  farm  bulk 


tank  samples  as  provided  in  subdivision 
(iii)  of  this  subparagraph,  the  percent¬ 
age  shall  be  2  percent) ;  less 

(vii)  One  and  one-half  percent  of  bulk 
transfers  of  milk  to  nonpool  plants;  less 

(viii)  One  and  one-half  percent  of 
milk  diverted  to  nonpool  plants  (in  the 
case  of  a  nonpool  plant  receiving  the 
milk  on  the  basis  of  farm  weights  deter¬ 
mined  by  farm  bulk  tank  calibration  and 
butterfat  tests  determined  from  farm 
bulk  tank  samples  as  provided  in  sub¬ 
division  (iii)  of  this  subparagraph  the 
percentage  shall  be  2  percent) ;  and 

(8)  In  shrinkage  of  skim  milk  and 
butterfat  assigned  pursuant  to  8  1032.46 
(b)(2). 

§  1032.42  Responsibility  of  handlers  and 
reclassification  of  milk. 

(a)  All  skim  milk  and  butterfat  shall 
be  classified  as  Class  I  milk  unless  the 
handler  who  first  receives  such  skim 
milk  and  butterfat  proves  to  the  market 
administrator  that  such  skim  milk  and 
butterfat  should  be  classified  in  another 
class :  Provided,  That  in  the  case  of  milk 
delivered  by  a  cooperative  association  in 
its  capacity  as  a  handler  pursuant  to 
8  1032.9(d)  such  responsibility  shall  be 
that  of  the  plant  operator  receiving  such 
milk;  and 

(b)  Any  skim  milk  or  butterfat  classi¬ 
fied  in  one  class  shall  be  reclassified  if 
verification  by  the  market  administrator 
reveals  that  such  classification  was  in¬ 
correct. 

§  1032.43  Transfers  and  diversions. 

Skim  milk  or  butterfat  transferred  or 
diverted  in  the  form  of  a  fluid  milk  prod¬ 
uct  shall  be  classified: 

(a)  At  the  utilization  indicated  by 
both  handlers,  otherwise  as  Class  I  milk, 
if  transferred  or  diverted  from  a  pool 
plant  to  the  pool  plant  of  another  han¬ 
dler,  subject  in  either  event  to  the 
following  conditions : 

(1)  The  skim  milk  or  butterfat  so  as¬ 
signed  to  either  class  shall  be  limited  to 
the  amount  thereof  remaining  in  such 
class  in  the  transferee  plant  after 
computations  pursuant  to  8  1032.45 

(a) (9)  and  the  corresponding  step  of 
§  1032.45(b); 

(2)  If  the  transferor  handler  received 
during  the  month  other  source  milk  to  be 
allocated  pursuant  to  8  1032.45(a)(4) 
and  the  corresponding  step  of  8  1032.45 

(b)  ,  the  skim  milk  and  butterfat  so 
transferred  shall  be  classified  so  as  to 
allocate  the  least  possible  Class  I  utiliza¬ 
tion  to  such  other  source  milk;  and 

(3)  If  the  transferor  handler  received 
during  the  month  other  source  milk  to  be 
allocated  pursuant  to  8  1032.45(a)  (8) 
and  (9)  and  the  corresponding  steps  of 
8  1032.45(b),  the  skim  milk  and  butter¬ 
fat  so  transferred  up  to  the  total  of  such 
receipts  shall  not  be  classified  as  Class  I 
milk  to  a  greater  extent  than  would  be 
applicable  to  a  like  quantity  of  such 
other  source  milk  received  at  the  trans¬ 
feree  plant; 

(b)  As  Class  I  milk,  if  transferred 
from  a  pool  plant  to  a  producer-handler ; 

(c)  As  Class  I  milk,  if  transferred  in 
packaged  form  to  a  nonpool  plant  which 
is  not  an  other  order  plant; 
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(d)  As  Class  I  milk,  If  transferred  or 
diverted  in  bulk  to  a  nonpool  plant  that 
is  neither  an  other  order  plant  nor  a 
producer-handler  plant,  located  more 
than  500  miles  by  the  shortest  highway 
distance  as  determined  by  the  market 
administrator  from  the  city  hall  of 
Vandalia,  Ill.,  except  that  cream  so  trans¬ 
ferred  may  be  classified  as  Class  n  If 
the  handler  claims  Class  II  use  and 
establishes  that  such  cream  was  trans¬ 
ferred  to  a  nonpool  plant  without  Grade 
A  certification  and  that  each  container 
was  labeled  or  tagged  to  Indicate  that 
the  contents  were  for  manufacturing 
use  and  that  the  shipment  was  so  in¬ 
voiced; 

<e)  As  Class  I  milk,  if  transferred  or 
diverted  In  bulk  to  a  nonpool  plant  that 
is  neither  an  other  order  plant  nor  a 
producer-handler  plant,  located  not  more 
than  500  miles,  by  the  shortest  highway 
distance  as  determined  by  the  market 
administrator,  from  the  city  hall  of 
Vandalia,  Ill.,  unless  the  requirements  of 
subparagraphs  (1)  and  (2)  of  this  para¬ 
graph  are  met,  in  which  case  the  skim 
milk  and  butterfat  so  transferred  or 
diverted  shall  be  classified  in  accordance 
with  the  assignment  resulting  from  sub- 
paragraph  (3)  of  this  paragraph; 

( 1 )  The  transferring  or  diverting  han¬ 
dler  claims  classification  pursuant  to  the 
assignment  set  forth  in  subparagraph  (3) 
of  this  paragraph  in  his  report  submitted 
to  the  market  administrator  pursuant  to 
§  1032.30  for  the  month  within  which 
such  transaction  occurred; 

(2)  The  operator  of  such  nonpool 
plant  maintains  books  and  records  show¬ 
ing  the  utilization  of  all  skim  milk  and 
butterfat  received  at  such  plant  which 
are  made  available  if  requested  by  the 
market  administrator  for  the  purpose  of 
verification;  and 

(3)  The  skim  milk  and  butterfat  so 
transferred  or  diverted  shall  be  classi¬ 
fied  on  the  basis  of  the  following  assign¬ 
ment  of  utilization  at  such  nonpool  plant 
in  excess  of  receipts  of  packaged  fluid 
milk  products  from  all  pool  plants  and 
other  order  plants: 

(1)  Any  Class  I  utilization  disposed  of 
on  routes  in  the  marketing  area  shall  be 
first  assigned  to  the  skim  milk  and  but¬ 
terfat  in  the  fluid  milk  products  so  trans¬ 
ferred  or  diverted  from  pool  plants,  next 
pro  rata  to  receipts  from  other  order 
plants  and  thereafter  to  receipts  from 
dairy  fanners  who  the  market  adminis¬ 
trator  determines  constitute  regular 
sources  of  supply  of  Grade  A  milk  for 
such  nonpool  plant; 

(ii)  A  ly  Class  I  utilization  disposed  of 
on  routes  in  the  marketing  area  of  an¬ 
other  order  issued  pursuant  to  the  Act 
shall  be  first  assigned  to  receipts  from 
plants  fully  regulated  by  such  order,  next 
pro  rata  to  receipts  from  pool  plants 
and  other  order  plants  not  regulated  by 
such  order,  and  thereafter  to  receipts 
from  dairy  farmers  who  the  market  ad¬ 
ministrator  determines  constitute  regu¬ 
lar  sources  of  supply  for  such  nonpool 
plant; 

(iii)  Class  I  utilization  in  excess  of 
that  assigned  pursuant  to  subdivisions 

(i)  and  (ii)  of  this  subparagraph  shall  be 
assigned  first  to  remaining  receipts  from 


dairy  farmers  who  the  market  adminis¬ 
trator  determines  constitute  the  regular 
source  of  supply  for  such  nonpool  plant 
and  Class  I  utilization  in  excess  of  such 
receipts  shall  be  assigned  pro  rata  to  un¬ 
assigned  receipts  at  such  nonpool  plant 
from  all  pool  and  other  order  plants ;  and 

(iv)  To  the  extent  that  Class  I  utiliza¬ 
tion  is  not  so  assigned  to  it,  the  skim 
milk  and  butterfat  so  transferred  or  di¬ 
verted  shall  be  classified  as  Class  II  milk ; 
and 

(f)  As  follows,  if  transferred  or  di¬ 
verted  to  an  other  order  plant  in  excess 
of  receipts  from  such  plant  in  the  same 
category  as  described  in  subparagraph 
(1),  (2),  or  (3)  of  this  paragraph; 

(1)  If  transf erred  in  packaged  form, 
classification  shall  be  in  the  classes  to 
which  allocated  as  a  fluid  milk  product 
undeY  the  other  order; 

(2)  If  transferred  or  diverted  in  bulk 
form,  classification  shall  be  in  the  classes 
to  which  allocated  as  a  fluid  milk  product 
under  the  other  order  (including  alloca¬ 
tion  under  the  conditions  set  forth  in 
subparagraph  (3)  of  this  paragraph) : 

(3)  If  the  operators  of  both  the  trans¬ 
feror  and  the  transferee  plants  so  re¬ 
quest  in  the  reports  of  receipts  and  utili¬ 
zation  filed  with  their  respective  market 
administrators,  transfers  in  bulk  form 
shall  be  classified  as  Class  n  to  the  ex¬ 
tent  of  the  Class  n  utilization  (or  com¬ 
parable  utilization  under  such  other 
order)  a\  ailable  for  such  assignment 
pursuant  to  the  allocation  provisions  of 
the  transferee  order; 

(4)  If  information  concerning  the 
classification  to  which  allocated  under 
the  other  order  is  not  available  to  the 
market  administrator  for  purposes  of  es¬ 
tablishing  classification  pursuant  to  this 
paragraph,  classification  shall  be  as 
Class  I  subject  to  adjustment  when  such 
information  is  available; 

(5)  For  purposes  of  this  paragraph,  if 
the  transferee  order  provides  for  more 
than  two  classes  of  utilization,  milk  allo¬ 
cated  to  a  class  consisting  primarily  of 
fluid  milk  products  shall  be  classified  as 
Class  I,  and  milk  allocated  to  other 
classes  shall  be  classified  as  Class  II; 

(6)  If  the  form  in  which  any  fluid  milk 
product  is  transferred  or  diverted  to  an 
other  order  plant  is  not  defined  as  a 
fluid  milk  product  under  such  other 
order,  classification  shall  be  in  accord¬ 
ance  with  the  provisions  of  $  1032.41; 
and 

(g)  As  Class  II  if  diverted  to  an  other 
order  plant  if  the  operators  of  both  plants 
so  request  in  their  reports  of  receipts 
and  utilization  filed  with  their  respective 
market  administrators  and  sufficient 
Class  n  utilization  (or  comparable  utili¬ 
zation  under  such  other  order)  is  avail¬ 
able  in  the  other  order  plant  for  such 
assignment  after  assignment  of  milk 
transferred  pursuant  to  paragraph  (f) 
of  this  section  subject  to  the  rules  of  allo¬ 
cation  of  the  other  order. 

§  1032.44  Computation  of  skim  milk 
and  butterfat  in  each  class. 

For  each  month,  the  market  adminis¬ 
trator  shall  correct  for  mathematical  and 
other  obvious  errors,  the  reports  sub¬ 
mitted  by  each  handler  pursuant  to 


§  1032.30  (a)  and  (b)  and  compute  the 
total  pounds  of  skim  milk  and  butterfat. 
respectively,  in  each  class:  Provided. 
That  if  any  of  the  water  contained  in  the 
milk  from  which  a  product  is  made  is  re¬ 
moved  before  the  product  is  utilized  or 
disposed  of  by  a  handler,  the  pounds  of 
skim  milk  used  or  disposed  of  in  such 
product  shall  be  considered  to  be  a  quan¬ 
tity  equivalent  to  the  nonfat  milk  solids 
contained  in  such  product  plus  all  of  the 
water  originally  associated  with  such 
solids.  Such  computations  shall  be  as 
follows : 

(a)  If  any  fluid  milk  products  to  be 
allocated  pursuant  to  S  1032.45(a)  (8) 
or  (9)  were  received  at  any  pool  plant  of 
a  handler,  there  will  be  computed  for 
such  handler  the  total  pounds  of  skim 
milk  and  butterfat,  respectively,  in  each 
class  at  all  of  his  pool  plants  combined, 
exclusive  of  any  classification  based 
upon  movements  between  such  plants, 
and  allocation  pursuant  to  9  1032.45  and 
computation  of  obligation  pursuant  to 
9  1032.70  shall  be  based  upon  the  com¬ 
bined  utilization  so  computed ; 

(b)  If  no  fluid  milk  products  to  be 
allocated  pursuant  to  9  1032.45(a)  (8) 
or  (9)  were  received  at  any  pool  plant  of 
a  handler,  the  total  pounds  of  skim  milk 
and  butterfat,  respectively,  in  each  class 
will  be  computed  for  each  pool  plant  of 
such  handler,  and  allocation  pursuant  to 
9  1032.45  shall  be  made  separately  for 
each  pool  plant  of  the  handler;  and 

(c)  There  will  be  computed  for  each 

cooperative  association  reporting  pur¬ 
suant  to  9  1032.30(b)  the  total  pounds  of 
skim  milk  and  butterfat,  respectively,  in 
producer  milk  pursuant  to  9  1032.14 
(a)(2)  and  (b)  (2)  and  (3).  The 

amounts  so  determined  shall  be  those 
used  for  computation  pursuant  to 
9  1032.45(0. 

§  1032.45  Allocation  of  «kim  milk  and 
butterfat  classified. 

After  making  the  computations  pur¬ 
suant  to  9  1032.44,  the  market  adminis¬ 
trator  shall  determine  the  classification 
of  producer  milk  for  each  handler  at  all 
his  pool  plants  (or  at  each  pool  plant, 
when  9  1032.44(b)  applies)  as  follows: 

(a)  Skim  milk  shall  be  allocated  in  the 
following  manner: 

(1)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  n  the  pounds  of  skim 
milk  classified  as  Class  n  pursuant  to 
9  1032.41(b)  (7) ; 

(2)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  each  class  the 
pounds  of  skim  milk  in  fluid  milk  prod¬ 
ucts  received  in  packaged  form  from 
other  order  plants  as  follows: 

(i)  From  Class  n  milk,  the  lesser  of 
the  pounds  remaining  or  two  percent  of 
such. receipts;  and 

(ii)  From  Class  I  milk,  the  remainder 
of  such  receipts; 

(3)  Except  for  the  first  month  this 
order  is  effective,  subtract  from  the  re¬ 
maining  pounds  of  skim  milk  in  Class  I 
milk  the  pounds  of  skim  milk  in  inven¬ 
tory  of  fluid  milk  products  in  packaged 
form  on  hand  at  the  beginning  of  the 
month; 

(4)  Subtract  in  the  order  specified 
below  from  the  pounds  of  skim  milk  re- 
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maining  in  each  class,  in  series  begin¬ 
ning  with  Class  n,  the  pounds  of  skim 
milk  in  each  of  the  following : 

(i)  Other  source  milk  in  a  form  other 
than  that  of  a  fluid  milk  product; 

(ii)  Receipts  of  fluid  milk  products  for 
which  Grade  A  certification  is  not  estab¬ 
lished,  or  which  are  from  unidentified 
sources;  and 

(iii)  Receipts  of  fluid  milk  products 
from  a  producer-handler  as  defined 
under  this  or  any  other  Federal  order; 

(5)  Subtract,  in  the  order  specified 
below,  from  the  pounds  of  skim  milk  re¬ 
maining  in  Class  II ; 

(i  i  The  pounds  of  skim  milk  in  receipts 
of  fluid  milk  products  from  unregulated 
supply  plants  for  which  the  handler  re¬ 
quests  Class  II  utilization,  but  not  in 
excess  of  the  pounds  of  skim  milk  re¬ 
maining  in  Class  II ; 

(ii)  The  pounds  of  skim  milk  remain¬ 
ing  in  receipts  of  fluid  milk  products 
from  unregulated  supply  plants  which 
are  in  excess  of  the  pounds  of  skim  milk 
determined  as  follows: 

(a)  Multiply  the  pounds  of  skim  milk 
remaining  in  Class  I  milk  (excluding 
Class  I  transfers  between  pool  plants  of 
the  handler)  at  all  pool  plants  of  the 
handler  by  1 .25 ;  and 

(b)  Subtract  from  the  result  the  sum 
of  the  pounds  of  skim  milk  at  all  such 
plants  in  producer  milk,  in  receipts  from 
other  pool  handlers  and  in  receipts  in 
bulk  from  other  order  plants; 

(iii)  The  pounds  of  skim  milk  in  re¬ 
ceipts  of  fluid  milk  products  in  bulk  from 
an  other  order  plant  in  excess  of  similar 
transfers  to  such  plant,  but  not  in  excess 
of  the  pounds  of  skim  milk  remaining  in 
Class  II,  if  Class  II  utilization  was  re¬ 
quested  by  the  transferee  handler  and 
the  operator  of  the  transferor  plant  re¬ 
quests  such  utilization ; 

(6)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  series 
beginning  with  Class  II,  the  pounds  of 
skim  milk  in  inventory  of  bulk  fluid  milk 
products  (and  for  the  first  month  the 
order  is  effective  the  pounds  of  fluid 
milk  products  in  packaged  form)  on 
hand  at  the  beginning  of  the  month; 

(7)  Add  to  the  remaining  pounds  of 
skim  milk  in  Class  II  milk  the  pounds 
subtracted  pursuant  to  subparagraph 
(1)  of  this  paragraph; 

(8)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  pro  rata  to 
such  quantities,  the  pounds  of  skim  milk 
in  receipts  of  fluid  milk  products  from 
unregulated  supply  plants  that  were  not 
subtracted  pursuant  to  subparagraph 
(4)  (i)  of  this  paragraph ; 

(9)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class  the  pounds 
of  skim  milk  in  receipts  of  fluid  milk 
products  in  bulk  from  an  other  order 
plant,  in  excess  in  each  case  of  similar 
transfers  to  the  same  plant,  that  were 
not  subtracted  pursuant  to  subpara¬ 
graph  (4)  (iii)  of  this  paragraph  pur¬ 
suant  to  the  following  procedure; 

(i)  Subject  to  the  provisions  of  sub¬ 
divisions  (ii)  and  (iii)  of  this  subpara¬ 
graph,  such  subtraction  shall  be  pro  rata 
to  whichever  of  the  following  represents 
the  higher  proportion  of  Class  II  milk: 


(a)  The  estimated  utilization  of  skim 
milk  in  each  class,  by  all  handlers,  as 
announced  for  the  month  pursuant  to 
§  1032.22 (k);  or 

(b)  The  pounds  of  skim  milk  in  each 
class  remaining  at  all  pool  plants  of  the 
handler; 

(ii)  Should  proration  pursuant  to 
subdivision  (i)  of  this  subparagraph  re¬ 
sult  in  the  total  pounds  of  skim  milk  to 
be  subtracted  from  Class  II  exceeding 
the  pounds  of  skim  milk  remaining  in 
Class  II  at  such  plants,  the  pounds  of 
such  excess  shall  be  subtracted  from  the 
pounds  of  skim  milk  remaining  in  Class 
I  after  such  proration  at  the  pool  plants 
at  which  received; 

(10)  Subtract  from  the  pounds  of 
skim  milk  remaining  in  each  class  the 
pounds  of  skim  milk  received  in  fluid 
milk  products  from  pool  plants  of  other 
handlers  (and  of  the  same  handler, 
when  §  1032.44(b)  applies)  according  to 
the  classification  assigned  pursuant  to 
§  1032.43(a) ;  and 

(11)  If  the  pounds  of  skim  milk  re¬ 
maining  in  both  classes  exceed  the 
pounds  of  skim  milk  in  producer  milk, 
subtract  such  excess  from  the  pounds  of 
skim  milk  remaining  in  each  class  in 
series  beginning  with  Class  II.  Any 
amount  so  subtracted  shall  be  known  as 
“overage”; 

(b)  Butterfat  shall  be  allocated  in 
accordance  with  the  procedure  outlined 
for  skim  milk  in  paragraph  (a)  of  this 
section;  and 

(c)  Combine  the  amounts  of  skim 
milk  and  butterfat  determined  pursuant 
to  paragraphs  (a)  and  (b)  of  this  sec¬ 
tion  and  §  1032.44(c)  into  one  total  for 
each  class  and  determine  the  weighted 
average  butterfat  content  of  producer 
milk  in  each  class. 

§  1032.46  Shrinkage. 

The  market  administrator  shall: 

(a)  Compute  the  total  shrinkage  of 
skim  milk  and  butterfat,  respectively,  at 
each  pool  plant;  and 

(b)  If  other  source  milk  is  received  at 
the  pool  plant,  shrinkage  at  such  plant 
shall  be  prorated  between : 

(1)  Skim  milk  and  butterfat,  respec¬ 
tively,  in  the  amounts  of  receipts  used  in 
the  computations  pursuant  to  §  1032.41 
(b) (7) ;  and 

(2)  Skim  milk  and  butterfat  in  other 
source  milk  in  bulk  fluid  form,  exclusive 
of  that  specified  in  §  1032.41(b)  (7) . 

Minimum  Prices 
§  1032.50  Basic  formula  price. 

The  basic  formula  price  shall  be  the 
average  price  per  hundredweight  for 
manufacturing  grade  milk,  f.o.b.  plants 
in  Wisconsin  and  Minnesota,  as  reported 
by  the  Department  for  the  month. 
Such  price  shall  be  adjusted  to  a  3.5  per¬ 
cent  butterfat  basis  by  a  butterfat  dif¬ 
ferential  rounded  to  the  nearest  one- 
tenth  cent  computed  at  0.12  times  the 
Chicago  butter  price  for  the  month.  The 
basic  formula  price  shall  be  rounded  to 
the  nearest  full  cent. 

§  1032.51  Class  prices. 

The  respective  minimum  prices  per 
hundredweight  to  be  paid  by  each  han¬ 


dler,  f.o.b.  his  plant,  for  milk  received 
from  producers  or  from  a  cooperative 
association  during  the  month  shall  be 
as  follows: 

(a)  Class  I  price.  (1)  The  Class  I 
price  applicable  at  plants  located  in  the 
base  zone  shall,  for  the  first  18  months 
beginning  with  the  effective  date  of  this 
provision,  be  the  basic  formula  price  for 
the  preceding  month  plus  $J.53  during 
each  of  the  months  of  August  through 
November.  $1.13  during  each  of  the 
months  of  March  through  June  and  plus 
$1.33  in  other  months:  Provided,  That 
such  price  shall  be  reduced  24  cents  by 
the  Class  I  equivalent  price  factor  (de¬ 
termined  Apr.  10,  1966,  31  F.R.  5685)  ap¬ 
plicable  pursuant  to  Part  1062  of  this 
chapter  (St.  Louis) :  And  provided  fur¬ 
ther,  That  such  price  shall  be  increaoed 
or  decreased,  respectively,  by  whatever 
amount  the  Class  I  price  computed  pur¬ 
suant  to  Part  1062  of  this  chapter  (St. 
Louis)  is  increased  or  decreased  by  the 
supply-demand  adjustor  computed  for 
such  month  under  such  part  and  in  no 
event  be  less  than  the  Class  I  price  of 
Part  1062  of  this  chapter  (St.  Louis) 
minus  7  cents; 

(2)  At  pool  plants  located  in  the 
southern  zone,  the  Class  I  price  shall  be 
7  cents  greater  than  the  price  computed 
pursuant  to  subparagraph  (1)  of  this 
paragraph;  and 

(3)  At  plants  located  in  the  northern 
zone,  the  Class  I  price  shall  be  7  cents 
less  than  the  price  computed  pursuant 
to  subparagraph  (1)  of  this  paragraph; 
and 

(b)  Class  II  price.  The  Class  II  price 
shall  be  the  basic  formula  price  for  the 
month. 

§  1032.52  Butterfat  differentials  to  han¬ 
dlers. 

For  each  class  of  milk  containing  more 
or  less  than  3.5  percent  butterfat,  the 
class  prices  calculated  pursuant  to 
§  1032.51  shall  be  increased  or  decreased, 
respectively,  for  each  one-tenth  of  1  per¬ 
cent  of  butterfat  at  a  rate  rounded  to 
the  nearest  one-tenth  cent,  determined 
as  follows: 

(a)  Class  I  price.  Multiply  the  Chi¬ 
cago  butter  price  for  the  preceding 
month  by  0.12;  and 

(b)  Class  II  price.  Multiply  the  Chi¬ 
cago  butter  price  for  the  month  by  0.115. 

§  1032.53  Location  adjustments  to  han¬ 
dlers. 

(a)  For  producer  milk  and  other 
source  milk  which  is  classified  as  Class  I 
at  a  pool  plant  located  outside  the  mar¬ 
keting  area,  the  price  specified  in  8  1032.- 
51(a)(1)  for  the  base  zone,  shall  be  re¬ 
duced  15  cents  if  such  plant  is  100  or  more 
miles  by  the  shortest  highway  distance, 
as  determined  by  the  market  adminis¬ 
trator  from  the  nearer  of  the  city  or 
village  limits  of  Alton,  Robinson,  or 
Vandalia,  Ill.,  plus  an  additional  1.5  cents 
for  each  10  miles  or  fraction  thereof  that 
such  distance  exceeds  110  miles:  Pro¬ 
vided,  That  the  Class  I  price  at  a  pool 
plant  outside  the  marketing  area  and  in 
the  State  of  Illinois  south  of  the  north¬ 
ernmost  boundaries  of  the  Illinois  coun¬ 
ties  of  Adams  and  Schuyler  shall  be  the 
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Class  I  price  applicable  at  a  pool  plant 
located  In  the  northern  zone;  and 

(b)  For  purposes  of  calculating  such 
adjustment,  transfers  between  pool 
plants  shall  be  assigned  Class  I  disposi¬ 
tion  at  the  transferee  plant  only  to  the 
extent  that  105  percent  of  Class  I  dis¬ 
position  at  the  transferee  plant  exceeds 
the  sum  of  receipts  at  such  plant  from 
producers  and  cooperative  associations 
pursuant  to  $  1032.9(d) ,  and  the  volume 
assigned  as  Class  I  to  receipts  from  other 
order  plants  and  unregulated  supply 
plants,  such  assignment  to  be  made  first 
to  transferor  plants  at  which  no  location 
adjustment  credit  is  applicable  and  then 
in  sequence  beginning  with  the  plant 
at  which  the  least  location  adjustment 
would  apply. 

§  1032.54  Use  of  equivalent  prices. 

If  for  any  reason  a  price  quotation  re¬ 
quired  by  this  part  for  computing  class 
prices  or  for  other  purposes  is  not  avail¬ 
able  in  the  manner  described,  the  market 
administrator  shall  use  a  price  deter¬ 
mined  by  the  Secretary  to  be  equivalent 
to  the  price  which  is  required. 

Application  of  Provisions 
§  1032.60  Producer-handlers. 

Sections  1032.40  through  1032.54  and 
1032.61  through  1032.90  shall  not  apply 
to  a  producer-handler. 

§  1032.61  Plants  subject  to  other  Fed¬ 
eral  orders. 

In  the  case  of  a  handler  in  his  capacity 
as  operator  of  a  plant  specified  in  para¬ 
graphs  (a),  (b),  and  (c)  of  this  section 
the  provisions  of  this  part  shall  not  apply 
except  that  such  handler  shall,  with  re¬ 
spect  to  his  total  receipts  and  disposition 
of  skim  milk  and  butterfat,  make  reports 
to  the  market  administrator  at  such  time 
and  in  such  manner  as  the  market  ad¬ 
ministrator  may  require  and  allow 
verification  of  such  reports  by  the  market 
administrator. 

(a)  A  distributing  plant  qualified  pur¬ 
suant  to  §  1032.12(a)  which  meets  the 
requirements  of  a  fully  regulated  plant 
pursuant  to  the  provisions  of  another 
order  issued  pursuant  to  the  Act  and 
from  which  a  greater  quantity  of  fluid 
milk  products  is  disposed  of  during  the 
month  from  such  plant  as  Class  I  route 
disposition  in  the  marketing  area  regu¬ 
lated  by  the  other  order  than  as  Class  I 
route  disposition  in  the  Southern  Illinois 
marketing  area:  Provided,  That  such  a 
distributing  plant  which  was  a  pool  plant 
under  this  order  in  the  immediately  pre¬ 
ceding  month  shall  continue  to  be  sub¬ 
ject  to  all  of  the  provisions  of  this  part 
until  the  third  consecutive  month  in 
which  a  greater  proportion  of  its  Class  I 
route  disposition  is  made  in  such  other 
marketing  area,  unless  the  other  order 
requires  regulation  of  the  plant  without 
regard  to  its  qualifying  as  a  pool  plant 
under  this  order  subject  to  the  proviso 
of  this  paragraph; 

(b)  A  distributing  plant  qualified  pur¬ 
suant  to  S  1032.12  which  meets  the  re¬ 
quirements  of  a  fully  regulated  plant 
pursuant  to  the  provisions  of  another 
Federal  order  and  from  which  a  greater 


quantity  of  Class  I  milk  is  disposed  of 
during  the  month  in  the  Southern  Illi¬ 
nois  marketing  area  as  Class  I  route  dis¬ 
position  than  as  Class  I  route  disposition 
in  the  other  marketing  area,  and  such 
other  order  which  fully  regulates  the 
plant  does  not  contain  provision  to 
exempt  the  plant  from  regulation  even 
though  such  plant  has  greater  Class  I 
route  disposition  in  the  marketing  area 
of  the  Southern  Illinois  order;  and 

(c)  Any  plant  qualified  pursuant  to 
§  1032.12(c)  for  any  portion  of  the  period 
of  March  through  July,  inclusive,  that 
the  milk  at  such  plant  is  subject  to  the 
classification  and  pricing  provisions  of 
another  order  issued  pursuant  to  the 
Act. 

§  1032.62  Obligations  of  handler  oper¬ 
ating  a  partially  regulated  distribut¬ 
ing  plant. 

Each  handler  who  operates  a  partially 
regulated  distributing  plant  shall  pay 
to  the  market  administrator  for  the  pro¬ 
ducer-settlement  fund  on  or  before  the 
25th  day  after  the  end  of  the  month 
either  of  the  amounts  (at  the  handler’s 
election)  calculated  pursuant  to  para¬ 
graph  (a)  or  (b)  of  this  section.  If 
the  handler  fails  to  report  pursuant  to 
99  1032.30(c)  and  1032.32(b)  the  infor¬ 
mation  necessary  to  compute  the  amount 
specified  in  paragraph  (a)  of  this  sec¬ 
tion,  he  shall  pay  the  amount  computed 
pursuant  to  paragraph  (b)  of  this  sec¬ 
tion: 

(a)  An  amount  computed  as  follows: 

(1)  (i)  The  obligation  that  would  have 
been  computed  pursuant  to  §  1032.70  at 
such  plant  shall  be  determined  as  though 
such  plant  were  a  pool  plant.  For  pur¬ 
poses  of  such  computation,  receipts  of 
such  nonpool  plant  from  a  pool  plant  or 
an  other  order  plant  shall  be  assigned 
to  the  utilization  at  which  classified  at 
the  pool  plant  or  other  order  plant  and 
transfers  from  such  nonpool  plant  to  a 
pool  plant  or  an  other  order  plant  shall 
be  classified  as  Class  n  milk  if  allocated 
to  such  class  at  the  pool  plant  or  other 
order  plant  and  be  valued  at  the  weighted 
average  price  of  the  respective  order  if 
so  allocated  to  Class  I  milk.  There  shall 
be  included  in  the  obligation  so  computed 
a  charge  in  the  amount  specified  in 
§  1032.70(f)  and  a  credit  in  the  amount 
specified  in  9  1032.84(b)  (2)  with  respect 
to  receipts  from  an  unregulated  supply 
plant,  unless  an  obligation  with  respect 
to  such  plant  is  computed  as  specified 
below  in  this  subparagraph. 

(ii)  If  the  operator  of  the  partially 
regulated  distributing  plant  so  requests, 
and  provides  with  his  reports  pursuant 
to  §9  1032.30(c)  and  1032.32(b)  similar 
reports  with  respect  to  the  operations  of 
any  other  nonpool  plant  which  serves  as 
a  supply  plant  for  such  partially  regu¬ 
lated  distributing  plant  by  shipments  to 
such  plant  during  the  month  equivalent 
to  the  requirements  of  9  1032.12  (b)  and 

(c),  with  agreement  of  the  operator  of 
such  plant  that  the  market  administra¬ 
tor  may  examine  the  books  and  records 
of  such  plant  for  purposes  of  verification 
of  such  reports,  there  will  be  added  the 
amount  of  the  obligation  computed  at 
such  nonpool  supply  plant  in  the  same 


manner  and  subject  to  the  same  condi¬ 
tions  as  for  the  partially  regulated  dis¬ 
tributing  plant. 

(2)  From  this  obligation  there  will  be 
deducted  the  sum  of: 

(i)  The  gross  payments  made  by  such 
handler  for  Grade  A  milk  received  during 
the  month  from  dairy  farmers  at  such 
plant  and  like  payments  made  by  the 
operator  of  a  supply  plant(s)  included 
in  the  computations  pursuant  to  sub- 
paragraph  (1)  of  this  paragraph;  and 

(ii)  Any  payments  to  the  producer- 
settlement  fund  of  another  order  under 
which  such  plant  is  also  a  partially  regu¬ 
lated  distributing  plant. 

(b)  An  amount  computed  as  follows : 

(1)  Determine  the  respective  amounts 
of  skim  milk  and  butterfat  disposed  of 
as  Class  I  milk  on  routes  in  the  market¬ 
ing  area; 

(2)  Deduct  the  respective  amounts  of 
skim  milk  and  butterfat  received  as  Class 
I  milk  at  the  partially  regulated  distrib¬ 
uting  plant  from  pool  plants  and  other 
order  plants  except  that  deducted  under 
a  similar  provision  of  another  order  is¬ 
sued  pursuant  to  the  Act; 

(3)  Combine  the  amounts  of  skim 
milk  and  butterfat  remaining  into  one 
total  and  determine  the  weighted  aver¬ 
age  butterfat  content;  and 

(4)  From  the  value  of  such  milk  at 
the  Class  I  price  applicable  at  the  loca¬ 
tion  of  the  nonpool  plant,  subtract  its 
value  at  the  weighted  average  price  ap¬ 
plicable  at  such  location  or  the  Class  n 
price,  whichever  is  higher. 

Determination  of  Uniform  Price  to 
Producers 

§  1032.70  Computation  of  the  net  pool 
obligation  of  each  pool  handler. 

The  net  pool  obligation  of  each  pool 
handler  (for  each  pool  plant  when 
9  1032.44(b)  applies)  during  each  month 
shall  be  a  sum  of  money  computed  by 
the  market  administrator  as  follows: 

(a)  With  respect  to  producer  milk 
received  by  a  pool  handler  (excluding 
milk  received  by  diversion  from  another 
pool  plant),  multiply  the  quantity  in 
each  class,  as  computed  pursuant  to 
9  1032.45(c)  by  the  applicable  class  prices 
(adjusted  pursuant  to  99  1032.52  and 
1032.53)  excluding  in  the  case  of  a  co¬ 
operative  association  as  a  handler  pur¬ 
suant  to  9  1032.9(d),  milk  received  by  it 
and  delivered  to  the  pool  plant  of  an¬ 
other  handler; 

(b)  Add  the  amount  obtained  from 
multiplying  the  pounds  of  overage  de¬ 
ducted  from  each  class  pursuant  to 
9  1032.45(a)  (11)  and  the  corresponding 
step  of  9  1032.45(b)  by  the  applicable 
class  prices; 

(c)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  n  price  for  the  preceding  month 
and  the  Class  I  price  for  the  current 
month  by  the  hundredweight  of  skim 
milk  and  butterfat  subtracted  from  Class 
I  pursuant  to  9  1032.45(a)(6)  and  the 
corresponding  step  of  9  1032.45(b) ; 

(d)  Add  an  amount  determined  by 
multiplying  the  difference  between  the 
Class  I  price  for  the  preceding  month 
and  the  Class  I  price  for  the  current 
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month  by  the  hundredweight  of  skim 
milk  and  butterfat  subtracted  from  Class 
I  pursuant  to  §  1032.45(a)  (3)  and  the 
corresponding  step  of  §  1032.45(b).  If 
the  Class  I  price  for  the  current  month  is 
less  than  the  Class  I  price  for  the  pre¬ 
ceding  month  the  result  shall  be  a  minus 
amount; 

(e)  Add  an  amount  equal  to  the  dif¬ 
ference  between  the  value  at  the  Class  I 
price  applicable  at  the  pool  plant  and  the 
value  at  the  Class  n  price  with  respect 
to  skim  milk  and  butterfat  in  other 
source  milk  subtracted  from  Class  I  pur¬ 
suant  to  8  1032.45(a)  (4)  and  the  corre¬ 
sponding  step  of  §  1032.45(b) ;  and 

(f)  Add  an  amount  equal  to  the  value 
at  the  Class  I  price,  adjusted  for  location 
at  the  nearest  nonpool  plant(s)  from 
which  an  equivalent  volume  was  received 
with  respect  to  skim  milk  and  butterfat 
subtracted  from  Class  I  pursuant  to 
§  1032.45(a)  (8)  and  the  corresponding 
step  of  8  1032.45(b).  With  respect  to 
skim  milk  and  butterfat  which  is  sub¬ 
tracted  from  Class  I  pursuant  to  8  1032.- 
45(a)(8)  and  the  corresponding  step  of 
8  1032.45(b),  add  an  amount  equal  to  its 
value  at  the  Class  I  price  applicable  at 
the  pool  plant. 

§  1032.71  Compulation  of  tlic  uniform 
price. 

For  each  month  the  market  adminis¬ 
trator  shall  compute  the  uniform  price 
per  hundredweight  of  milk  of  3.5  percent 
butterfat  content  which  is  received  from 
producers  at  plants  located  in  the  “base 
zone”  as  follows: 

(a)  Combine  into  one  total  the  values 
computed  pursuant  to  8  1032.70  for  all 
handlers  who  filed  the  reports  prescribed 
by  §  1032.30  for  the  month  and  who  made 
the  payments  pursuant  to  88  1032.80  and 
1032.84  for  the  preceding  month; 

(b)  Add  an  amount  equal  to  the  value 
of  the  net  location  and  zone  differentials 
(reductions  minus  increases)  applicable 
to  the  uniform  price  pursuant  to 
§  1032.82; 

(c)  Subtract,  if  the  average  butterfat 
content  of  the  milk  specified  in  para¬ 
graph  (e)  of  this  section  is  more  than 
3.5  percent,  or  add,  if  such  butterfat  con¬ 
tent  is  less  than  3.5  percent,  an  amount 
computed  by  multiplying  the  amount  by 
which  the  average  butterfat  content  of 
such  milk  varies  from  3.5  percent  by  the 
butterfat  differential  computed  pursuant 
to  8  1032.81  and  multiplying  the  result  by 
the  total  hundredweight  of  such  milk; 

(d)  Add  an  amount  equal  to  one-half 
of  the  unobligated  balance  in  the  pro¬ 
ducer-settlement  fund; 

(e)  Divide  the  resulting  amount  by  the 
sum  of  the  following  for  all  handlers 
included  in  these  computations: 

(1)  The  total  hundredweight  of  pro¬ 
ducer  milk;  and 

(2)  The  total  hundredweight  for 
which  a  value  is  computed  pursuant  to 
§  1032.70(e) ; 

(f)  Subtract  not  less  than  4  cents  nor 
more  than  5  cents  per  hundredweight. 
The  result  shall  be  the  “weighted  average 
price,”  and,  except  for  the  months  spec¬ 
ified  below,  shall  be  the  “uniform  price” 
for  milk  received  from  producers; 


(g)  For  the  months  specified  in  para¬ 
graphs  (h)  and  (i)  of  this  section,  sub¬ 
tract  from  the  amount  resulting  from  the 
computations  pursuant  to  paragraphs 

(a)  through  (d)  of  this  section  an 
amount  computed  by  multiplying  the 
hundredweight  of  milk  specified  in  para¬ 
graph  (e)  (2)  of  this  section  by  the 
weighted  average  price; 

(h)  Subtract  during  each  of  the 
months  of  April,  May,  June,  and  July, 
an  amount  equal  to  10  cents  per  hundred 
weight  on  the  total  hundredweight  of 
producer  milk  specified  in  paragraph 
(e)(1)  of  this  section; 

(i)  Add  during  each  of  the  months  of 
October,  November,  and  December,  one- 
third  of  the  total  amount  subtracted 
pursuant  to  paragraph  (h)  of  this 
section; 

(j)  Divide  the  resulting  sum  by  the 
total  hundredweight  of  producer  milk 
included  in  these  computations;  and 

(k)  Subtract  not  less  than  4  cents  nor 
more  than  5  cents  per  hundredweight. 
The  result  shall  be  the  “uniform  price” 
for  milk  received  from  producers. 

§  1032.72  Notification  of  handlers. 

On  or  before  the  12th  day  after  the 
end  of  each  month,  the  market  adminis¬ 
trator  shall  mail  to  each  handler  at  his 
last  known  address,  a  statement  showing: 

(a)  The  amount  and  value  of  his  pro¬ 
ducer  milk  in  each  class  and  the  totals 
thereof : 

(b)  The  uniform  price  computed  pur¬ 
suant  to  8  1032.71  and  the  butterfat  dif¬ 
ferential  computed  pursuant  to  8  1032.81 ; 
and 

(c)  The  amounts  to  be  paid  by  such 
handler  pursuant  to  88  1032.84,  1032.87, 
and  1032.88  and  the  amount  due  such 
handler  pursuant  to  8  1032.85. 

Payments 

§  1032.80  Time  and  method  of  payment 
for  producer  milk. 

(a)  Except  as  provided  in  paragraphs 

(b) ,  (c),  and  (d)  of  this  section,  each 
handler  shall  make  payment  for  milk  re¬ 
ceived  during  the  month  as  follows: 

(l)  On  or  before  the  last  day  of  each 
month  to  each  producer  who  did  not 
discontinue  shipping  milk  to  such  han¬ 
dler  before  the  25th  day  of  the  month  an 
amount  equal  to  not  less  than  the  Class 
n  price  for  the  preceding  month  multi¬ 
plied  by  the  hundredweight  of  milk  re¬ 
ceived  from  such  producer  during  the 
first  15  days  of  the  month,  less  proper 
deductions  authorized  by  such  producer 
to  be  made  from  payments  due  pursuant 
to  this  subparagraph; 

(2)  On  or  before  the  20th  day  of  the 
following  month  to  each  producer,  an 
amount  equal  to  not  less  than  the  uni¬ 
form  price  adjusted  by  the  butterfat  and 
location  differentials  to  producers  multi¬ 
plied  by  the  hundredweight  of  milk  re¬ 
ceived  from  such  producer  during  the 
month,  subject  to  the  following  ad¬ 
justments: 

(i)  Less  payments  made  to  such  pro¬ 
ducer  pursuant  to  subparagraph  (1)  of 
this  paragraph; 

(ii)  Less  marketing  service  deductions 
made  pursuant  to  8  1032.88; 


(iii)  Plus  or  minus  adjustments  for 
errors  made  in  previous  payments  made 
to  such  producer ;  and 

(iv)  Less  proper  deductions  authorized 
in  writing  by  such  producer:  Provided, 
That,  if  by  such  date,  such  handler 
has  not  received  full  payment  from  the 
market  administrator  pursuant  to 
8  1032.85  for  such  month,  he  may  reduce 
pro  rata  his  payments  to  producers  by 
not  more  than  the  amount  of  such  un¬ 
derpayment.  Payments  to  producers 
shall  be  completed  thereafter  not  later 
than  the  date  for  making  payments  pur¬ 
suant  to  this  paragraph  next  following 
after  the  receipt  of  the  balance  due  from 
the  market  administrator; 

(b)  Payments  required  in  paragraph 
(a)  of  this  section  shall  be  made  to  a 
cooperative  association,  qualified  under 
8  1032.5  or  its  duly  authorized  agent, 
which  the  market  administrator  deter¬ 
mines  is  authorized  by  its  members  to 
collect  payment  for  their  milk  and  which 
has  so  requested  any  handler  in  writing. 
Such  handler  shall,  on  or  before  the  18th 
day  of  the  following  month  pay  the  co¬ 
operative  association  for  milk  received 
during  the  month  from  the  producer- 
members  of  such  association  as  deter¬ 
mined  by  the  market  administrator  an 
amount  equal  to  not  less  than  the  amount 
due  such  producer-members  as  deter¬ 
mined  pursuant  to  paragraph  (a)  of  this 
section,  less  any  deductions  authorized 
in  writing  by  such  association:  Pro¬ 
vided,  That  the  association  has  provided 
the  handler  with  a  written  promise  to  re¬ 
imburse  the  handler  the  amount  of  any 
actual  loss  incurred  by  such  handler  be¬ 
cause  of  any  improper  claim  on  the  part 
of  the  cooperative  association; 

(c)  On  or  before  the  18th  day  after 
the  end  of  each  month,  each  handler 
shall  pay  to  each  cooperative  association 
for  milk  received  from  such  association 
by  transfer  or  diversion  an  amount  of 
money  computed  by  multiplying  the  total 
pounds  of  such  milk  in  each  class  (pur¬ 
suant  to  8  1032.43)  by  the  class  price 
applicable  at  the  location  of  the  pool 
plant  at  which  such  milk  is  physically 
received; 

(d)  On  or  before  the  18th  day  of  the 
following  month,  each  handler,  in  his 
capacity  as  operator  of  a  pool  plant, 
who  receives  milk  for  which  a  cooperative 
association  is  the  handler  pursuant  to 
8  1032.9(d)  shall  pay  such  cooperative 
association  for  such  milk  at  the  uniform 
price  adjusted  by  applicable  butterfat 
and  location  adjustments;  and 

(e)  None  of  the  provisions  of  this  sec¬ 
tion  shall  be  construed  to  restrict  any 
cooperative  association  qualified  under 
section  8c(5)  (F)  of  the  Act  from  making 
payment  for  milk  to  its  producers  in  ac¬ 
cordance  with  such  provision  of  the  Act. 

§  1032.81  Butterfat  differential  to  pro¬ 
ducers. 

In  making  payments  for  milk  received 
from  producers  pursuant  to  8  1032.80  the 
uniform  price  shall  be  adjusted  by  adding 
or  subtracting,  respectively,  for  each  one- 
tenth  of  1  percent  by  which  the  average 
butterfat  content  of  such  milk  is  more 
or  less  than  3.5  percent,  respectively,  an 
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amount  determined  by  multiplying  the 
pounds  of  butterfat  in  producer  milk  al¬ 
located  to  each  class  by  the  appropriate 
butterfat  differential*  for  such  class  as 
determined  by  5  1032.52,  dividing  by  the 
total  butterfat  in  producer  milk,  and 
rounding  to  the  nearest  tenth  of  a  cent. 

§  1032.82  Loration  differentials  to  pro¬ 
ducers  and  on  nonpool  milk. 

(a)  The  uniform  price  for  producer 
milk,  received  at  a  pool  plant  located 
outside  the  marketing  area,  shall  be  re¬ 
duced  according  to  the  location  of  the 
pool  plant  at  the  rates  set  forth  in 
§  1032.53; 

(b)  In  making  payments  pursuant  to 
§  1032.80,  the  uniform  price  per  hundred¬ 
weight  for  producer  milk  received  at  pool 
plants  located: 

(1)  In  the  southern  zone  shall  be  in¬ 
creased  7  cents;  and 

(2)  In  the  northern  zone  shall  be  re¬ 
duced  7  cents;  and 

(c)  For  purposes  of  computations  pur¬ 
suant  to  §8  1032.84  and  1032.85  the 
weighted  average  price  shall  be  adjusted 
at  the  rates,  set  forth  in  §  1032.53  or  para¬ 
graph  (b)  of  this  section,  applicable  at 
the  location  of  the  nonpool  plant  from 
which  the  milk  was  received. 

§  1032.83  Producer-settlement  fund. 

The  market  administrator  shall  estab¬ 
lish  and  maintain  a  separate  fund  known 
as  the  “producer-settlement  fund,” 
which  shall  function  as  follows:  (a)  All 
payments  made  by  handlers  pursuant  to 
§§  1032.62  (a)  and  (b),  1032.84,  and 
1032.86  shall  be  deposited  in  such  fund 
and  out  of  which  shall  be  made  all  pay¬ 
ments  pursuant  to  68  1032.85  and 
1032.86:  Provided,  That  any  payments 
due  to  any  handler  shall  be  offset  by  any 
payments  due  from  such  handler;  and 
(b)  all  amounts  subtracted  pursuant  to 
8  1032.71(h)  shall  be  deposited  in  this 
fund  and  set  aside  as  an  obligated  bal¬ 
ance  until  withdrawn  to  effectuate 
8  1032.80  in  accordance  with  the  require¬ 
ments  of  8  1032.71  (i). 

§  1032.84  Payments  to  the  producer- 
settlement  fund. 

On  or  before  the  15th  day  after  the  end 
of  the  month  each  handler,  including  a 
cooperative  association  which  is  a  han¬ 
dler,  shall  pay  to  the  market  administra¬ 
tor  the  amount,  if  any,  by  which  the  total 
amount  specified  in  paragraph  (a)  of 
this  section  exceeds  the  amounts  speci¬ 
fied  in  paragraph  (b)  of  this  section: 

(a)  The  sum  of  the  net  pool  obliga¬ 
tion  computed  pursuant  to  8  1032.70  for 
such  handler; 

(b)  The  sum  of: 

(1)  The  value  of  producer  milk  re¬ 
ceived  by  such  handler  at  the  applicable 
uniform  prices  specified  in  8  1032.80  ex¬ 
cluding  in  the  case  of  a  cooperative  asso¬ 
ciation  as  a  pool  handler  pursuant  to 
§  1032.9(d)  the  value  of  milk  delivered  to 
pool  plants  of  other  handlers;  and 

(2)  The  value  at  the  weighted  average 
price (s)  applicable  at  the  location  of  the 
plant(s),  from  which  received  (not  to  be 
less  than  the  value  at  the  Class  n  price) 
with  respect  to  other  source  milk  for 


which  a  value  is  computed  pursuant  to 
§  1032.70(e). 

§  1032.85  Payments  out  of  the  producer- 
settlement  fund. 

On  or  before  the  17th  day  after  the 
end  of  each  month  the  market  adminis¬ 
trator  shall  pay  to  each  handler  the 
amount,  if  any,  by  which  the  amount 
computed  pursuant  to  8  1032.84(b)  ex¬ 
ceeds  the  amount  computed  pursuant  to 
8  1032.84(a) .  The  market  administrator 
shall  offset  any  payment  due  any  han¬ 
dler  against  any  payments  due  from  such 
handler. 

§  1032.86  Adjustment  of  accounts. 

Whenever  audit  by  the  market  admin¬ 
istrator  of  any  handler’s  reports,  books, 
records,  or  accounts  discloses  errors  re¬ 
sulting  in  moneys  due  (a)  the  market  ad¬ 
ministrator,  from  such  handler,  (b)  such 
handler  from  the  market  administrator, 
or  (c)  any  producer  or  cooperative  asso¬ 
ciation  from  such  handler,  the  market 
administrator  shall  promptly  notify  such 
handler  of  any  amount  so  due  and  pay¬ 
ment  thereof  shall  be  made  on  or  before 
the  next  date  for  making  payments  as 
set  forth  in  the  provisions  under  which 
such  error  occurred. 

§  1032.87  Expense  of  administration. 

As  his  pro  rata  share  of  the  expense  of 
administration  of  the  order,  each  handler 
shall  pay  to  the  market  administrator 
on  or  before  the  20th  day  after  the  end  of 
the  month  5  cents  per  hundredweight 
or  such  lesser  amount  as  the  Secretary 
may  prescribe  with  respect  to : 

(a)  Producer  milk  (including  such 
handler’s  own  production) ; 

(b)  Other  source  milk  allocated  to 
Class  I  pursuant  to  8  1032.45(a)  (3)  and 
(7)  and  the  corresponding  steps  of 
8  1032.45(b);  and 

(c)  Class  I  milk  disposed  of  on  routes 
in  the  marketing  area  from  partially  reg¬ 
ulated  distributing  plants  that  exceeds 
the  hundredweight  of  Class  I  milk  re¬ 
ceived  during  the  month  at  such  plant 
from  pool  plants  and  other  order  plants. 

§  1032.88  Marketing  services. 

(a)  Deduction  of  marketing  services. 
Except  as  set  forth  in  paragraph  (b)  of 
this  section,  each  handler  in  making  pay¬ 
ments  to  producers  pursuant  to  8  1032.80, 
shall  deduct  6  cents  per  hundredweight, 
or  such  lesser  amount  as  the  Secretary 
may  prescribe,  with  respect  to  all  milk 
received  by  such  handler  from  producers 
(excluding  such  handler’s  own  produc¬ 
tion)  during  the  month,  and  shall  pay 
such  deductions  to  the  market  admin¬ 
istrator  on  or  before  the  20th  day  after 
the  end  of  such  month.  Such  moneys 
shall  be  used  by  the  market  administra¬ 
tor  to  verify  weights,  samples,  and  tests 
of  milk  received  from  such  producers 
and  to  provide  them  with  market  infor¬ 
mation.  Such  services  shall  be  per¬ 
formed  in  whole  or  in  part  by  the  mar¬ 
ket  administrator  or  by  an  agent  engaged 
by  and  responsible  to  him. 

(b)  Producers  cooperative  associa¬ 
tion.  In  the  case  of  producers  for  whom 
a  cooperative  association  is  actually  per¬ 
forming  as  determined  by  the  Secretary, 
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the  services  set  forth  in  paragraph  (a) 
of  this  section  each  handler,  in  lieu  of 
the  deduction  specified  in  paragraph  (a) 
of  this  section,  shall  make  such  mar¬ 
keting  service  deductions  as  are  au¬ 
thorized  by  producer-members,  and  pay 
the  money  so  deducted  to  the  cooperative 
association  on  or  before  the  20th  day 
after  the  end  of  the  month. 

§  1032.89  Adjustment  of  overdue  ac¬ 
counts. 

Any  unpaid  obligation  of  a  handler 
pursuant  to  §  1032.84,  8  1032.85, 

8  1032.87,  or  8  1032.88  shall  be  increased 
one-half  of  1  percent  for  each  month  or 
portion  thereof  that  such  payment  is 
overdue. 

Termination  of  Obligations 
§  1032.90  Termination  of  obligations. 

The  provisions  of  this  section  shall  ap¬ 
ply  to  any  obligations  under  this  part  for 
the  payment  of  money. 

(a)  The  obligation  of  any  handler  to 
pay  money  required  to  be  paid  under  the 
terms  of  this  part  shall,  except  as  pro¬ 
vided  in  paragraphs  (b)  and  (c)  of  this 
section,  terminate  2  years  after  the  last 
day  of  the  month  during  which  the  mar¬ 
ket  administrator  receives  the  handler’s 
utilization  report  on  the  milk  involved 
in  such  obligation  unless  within  such  2- 
year  period  the  market  administrator 
notifies  the  handler  in  writing  that  such 
money  is  due  and  payable.  Service  of 
such  notice  shall  be  complete  upon  mail¬ 
ing  to  the  handler’s  last  known  address, 
and  it  shall  contain,  but  need  not  be 
limited  to,  the  following  information: 

(1)  The  amount  of  the  obligation; 

(2)  The  month(s)  during  which  the 
milk,  with  respect  to  which  the  obliga¬ 
tion  exists  was  received  or  handled;  and 

(3)  If  the  obligation  is  payable  to  one 
or  more  producers  or  to  an  association 
of  producers,  the  name  of  such  pro¬ 
ducer  (s)  or  association  of  producers  or 
if  the  obligation  is  payable  to  the  market 
administrator,  the  account  for  which  it 
is  to  be  paid; 

(b)  If  a  handler  fails  or  refuses,  with 
respect  to  any  obligation  under  this 
part,  to  make  available  to  the  market 
administrator,  or  his  representatives  all 
books  and  records  required  by  this  part 
to  be  made  available,  the  market  admin¬ 
istrator  may,  within  the  2-year  period 
provided  for  in  paragraph  (a)  of  this 
section,  notify  the  handler  in  writing  of 
such  failure  or  refusal.  If  the  market 
administrator  so  notifies  a  handler,  the 
said  2-year  period  with  respect  to  such 
obligation  shall  not  begin  to  run  until 
the  1st  day  of  the  calendar  month  fol¬ 
lowing  the  month  during  which  all  such 
books  and  records  pertaining  to  such 
obligation  are  made  available  to  the 
market  administrator  or  his  representa¬ 
tives  ; 

(c)  Notwithstanding  the  provisions  of 
paragraphs  (a)  and  (b)  of  this  section 
a  handler's  obligation  under  this  order 
to  pay  money  shall  not  be  terminated 
with  respect  to  any  transaction  involv¬ 
ing  fraud  or  willful  concealment  of  a 
fact,  material  to  the  obligation,  on  the 
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part  of  the  handler  against  whom  the 
obligation  is  sought  to  be  imposed;  and 

(d)  Any  obligation  on  the  part  of  the 
market  administrator  to  pay  a  handler 
any  money  which  such  handler  claims  to 
be  due  him  under  the  terms  of  this  part 
shall  terminate  2  years  after  the  end  of 
the  calendar  month  during  which  the 
milk  involved  in  the  claim  was  received 
if  an  underpayment  is  claimed  or  2  years 
after  the  end- of  the  calendar  month  dur¬ 
ing  which  the  payment  (including  de¬ 
duction  or  setoff  by  the  market  admin¬ 
istrator)  was  made  by  the  handler,  if  a 
refund  on  such  payment  is  claimed, 
unless  such  handler  within  the  applica¬ 
ble  period  of  time,  files,  pursuant  to 
section  8c(15)(A)  of  the  Act,  a  petition 
claiming  such  money. 

Miscellaneous  Provisions 
§  1032.100  Effective  time. 

The  provisions  of  this  part  shall  be¬ 
come  effective  at  such  time  as  the  Secre¬ 
tary  may  declare  and  shall  continue  in 
force  until  suspended  or  terminated  pur¬ 
suant  to  §  1032.101. 

§  1032.101  Suspension  or  termination. 

The  Secretary  may  suspend  or  termi¬ 
nate  this  part  or  any  provision  thereof 


whenever  he  finds  that  it  obstructs  or 
does  not  tend  to  effectuate  the  declared 
policy  of  the  Act.  This  part  shall,  in 
any  event,  terminate  whenever  the  pro¬ 
visions  of  the  Act  authorizing  it  cease 
to  be  in  effect. 

§1032.102  Continuing  obligations. 

If,  upon  the  suspension  or  termination 
of  any  or  all  provisions  of  this  part,  there 
are  any  obligations  arising  under  this 
part  the  final  accrual  or  ascertainment 
of  which  requires  further  acts  by  any 
person,  such  further  acts  shall  be  per¬ 
formed  notwithstanding  such  suspension 
or  termination. 

§  1032.103  Liquidation. 

Upon  the  suspension  or  termination  of 
any  or  all  provisions  of  this  part  the 
market  administrator,  or  such  person  as 
the  Secretary  may  designate,  shall,  if  so 
directed  by  the  Secretary,  liquidate  the 
business  of  the  market  administrator's 
office  and  dispose  of  all  funds  and  prop¬ 
erty  then  in  his  possession  or  under  his 
control  together  with  claims  for  any 
funds  which  are  unpaid  or  owing  at  the 
time  of  such  suspension  or  termination. 
Any  funds  collected  pursuant  to  the  pro¬ 
visions  of  this  part,  over  and  above  the 


amounts  necessary  to  meet  outstanding 
obligations  and  the  expenses  necessarily 
incurred  by  the  market  administrator  or 
such  person  in  liquidating  and  distribut¬ 
ing  such  funds,  shall  be  distributed  to 
the  contributing  handlers  and  producers 
in  an  equitable  manner. 

§  1032.104  Agents. 

The  Secretary  may,  by  designation  in 
writing,  name  any  officer  or  employee  of 
the  United  States  to  act  as  his  agent  or 
representative  in  connection  with  any  of 
the  provisions  of  this  part. 

§  1032.105  Separability  of  provisions. 

If  any  provision  of  this  part,  or  its 
application  to  any  person  or  circum¬ 
stances  is  held  invalid,  the  application  of 
such  provision  and  of  the  remaining 
provisions  of  this  part,  to  other  persons 
or  circumstances  shall  not  be  affected 
thereby. 

Signed  at  Washington,  D.C.,  on  June 
29,  1966. 

Clarence  H.  Girard, 
Deputy  Administrator, 
Regulatory  Programs. 

[F.R.  Doc.  66-7283;  Filed,  July  1,  1966; 

8:45  a.m.] 
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